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THURSDAY, MARCH 13, 1952 


Unitep States SENATE, 
ComMITTEE ON ForEIGN RELATIONS, 
CoMMITTEE ON THE ARMED SERVICES, 
Hovusr oF REPRESENTATIVES, 
CoMMITTEE ON ForREIGN AFFAIRS, 


Washington, D. C. 


The committees met, pursuant to notice, in room 318, Senate Office 
Building, at 10:30 a. m., Senator Tom Connally (c hairman of the 
Foreign Relations Committee) presiding. 

Present from the Foreign Relations Committee: Senators Connally 
(presiding), Green, McMahon, Fulbright, Sparkman, Gillette, Wiley, 
Smith of New Jersey, Hickenlooper, Tobey, and Brewster. 

Present from the Armed Services Committee: Senators Stennis, 
Saltonstall, Knowland, and Cain. 

Present from the Foreign Affairs Committee: Representatives 
Richards, Gordon, Mansfield, Morgan, Zablocki, Ribicoff, Burleson, 
Hays, Roosevelt, Kelly, Lanham, Eaton, Chiperfield, Vorys, Bolton, 
Smith, Merrow, Judd, Fulton, Javits, Herter, and Reece. 

The CHarrRMAN. Please come to order. 


HEARINGS PROCEDURE 


We want to caution the guests here to please be quiet. This is a 
big room and it is hard to hear, and I hope you will observe the wishes 
of the committee. 

Members of the House Committee on Foreign Affairs, the Senate 
Committee on Foreign Relations, and the Senate Armed Services 
Committee are meeting here today in joint session to begin hearings 
on the President’s proposal for the Mutual Security Act of 1952 

On March 6 President Truman asked the Congress to consider 
proposals to extend the military defense support and technical assist- 
ance to many of the free nations of the world. He requested that 
$7.9 billions be authorized for these purposes. 

We have before us the Honorable W. Averell Harriman, Director 
for Mutual Security, the Honorable Dean Acheson, Sec retary of 
State, the Honorable Robert A. Lovett, Secretary of Defense, and 
Gen. Omar Bradley, Chairman of the Joint Chiefs of Staff. These 
witnesses will make their statements to us in joint session. We do 
not plan to question them today. Instead, after this session, the 
committees of the two Houses will interrogate the respective witnesses 
at times to be arranged by themselves. 

I ask, therefore, that the witnesses today not be interrupted by 
questions during their testimony. This applies to the members of all 
of the three committees. 

1 
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The Senate Committee on Foreign Relations plans to convene 
tomorrow in this room to question Mr. Harriman. That, however, 
is subje ct to change if conditions arise that seem to warrant it. 

The legislation being considered is vitally important to the security 
of the United States. 

Before inviting the first witness to make his statement, I wish to 
ask Mr. Richards from our House Foreign Affairs Committee and 
Senator Russell, Chairman of the Senate Armed Service Committee, 
whether they have anv comments to make at this time. Is Senator 
Russell present? He does not seem to be present. 

Senator Richards. 

Mr. James P. Ricuarps. I appreciate your calling me Senator. 
I have no statement to make except to announce that the House 
Foreign Affairs Committee will begin its hearmgs next Tuesday on this 
proposal. 

The CuatrmMan. All right, the first witness is W. Averell Harriman. 
We are glad to have you, Mr. Harriman. Proceed. 


STATEMENT OF HON. W. AVERELL HARRIMAN, DIRECTOR FOR 
MUTUAL SECURITY 


Mr. Harriman. Mr. Chairman and members of the committees, 
ye year, the Congress authorized the appomtment by the President 

“a Director for Mutual Security. The Director is responsible for 
omni rvising the Mutual Security Program so that it will be, and I use 
the language of the act, “effectively integrated both at home and 
abroad, and administered so as to assure that the defensive strength 
of the free nations of the world shall be built as quickly as possible 
on the basis of continuous and effective self-help and mutual aid.” 
The Director also has primary responsibility for preparing and pre- 
sentine to the Congress such military, economic, and technical 
assistance programs as may be required in the interests of the security 
of the United States. 

I am here this morning to begin presentation of the Mutual Security 
Program for the coming fiscal year. 


MAIN FEATURES OF THE MUTUAL SECURITY PROGRAM 


The program submitted to the Congress by the President, recom- 
mending the authorization of $7,900,000,000, has been developed with 
the full participation and cooperation of all the departments and 
agencies involved. It has been a team job. Testimony will be 
presented this morning by the Secretary of State, the Secretary of 
Defense, the Chairman of the Joint Chieis of Staff, and later by other 
officials directly concerned with each part of the program. 

Everyone recognizes the grave dangers which confront our Nation. 
None of us disputes the existence of the Communist threat to our 
security, or the need to meet it. The questions which arise among us 
are over how to meet the threat, in what directions, and to what extent 
our efforts should be applied. 

It is my firm conviction that the Mutual Security Program is a 
hard-headed, statesmanlike way to build the collective strength we 
need for our security. We will give you facts and figures to show that, 
for a fraction of the amount we are spending for our own Military 
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Establishment, we are assisting in the development of military forces 
with more men under arms—in Europe alone—than are in our own 
services. We will demonstrate how relatively small sums invested in 
the underdeveloped areas will strengthen the security of the entire 
free world. 

The Mutual Security Program is one part of our total security 
effort. The funds requested represent about 12!; percent of that por- 
tion of the budget devoted to our security. The President has recom- 
mended about $64 billions for our major security programs, nearly 
$8 billions of which are to help build the strength of our friends and 
allies around the world. That strength is essential to our own security 
and without it, it is difficult to see how the rest of our own defense 
efforts could be effective. 

The program continues contributions of various kinds to help 
strengthen Europe, the Near East and Africa, the Far East, and Latin 
America. ‘These contributions are of three types: finished military 
items and military training; raw materials and other commodities to 
support the defense programs of friendly nations; and economic and 
technical assistance to underdeveloped countries. Each of these 
categories is designed to meet in the most effective way the threat as it 
exists in each area. 


DEFENSE BUILD-UP IN EUROPE 


Bar far the greater part of the funds requested is to help the defense 
build-up in Europe. We have long recognized that the defense of 
Europe is vital to us. Western European resources in skilled man- 
power and industrial capacity could determine the balance of power 
in the present global struggle. 

Our joint effort under the North Atlantic Treaty—ratified only 2% 
years ago—has already gathered momentum. In the past year, there 
has been a steady increase in the number and effectiveness of trained 
forces, integrated under General Eisenhower’s command. 

Last autumn the Temporary Council Committee, of which I was 
the United States member and chairman, analyzed the NATO defense 
program in relation to the political and economic capabilities of the 
member countries. Each country, freely and without reserve, laid 
before the Committee the details of its military program and its 
financial and economic situation. 

These programs were reviewed and concrete measures recommended 
for the rapid build-up of combat-ready forces on a combined, balanced, 
collective basis. As a result of this joint work, the NATO govern- 
ments agreed at Lisbon last month to provide, by the end of 1952, 50 
divisions, over 4,000 combat aircraft, and substantial naval forces, 
and to lay the groundwork for further build-up next year and beyond. 
This program, in the words of General Eisenhower, will provide, and I 
quote, “a real deterrent to aggression.” 

The Lisbon plan also set up a system of priorities under which 
equipment will be made available only to forces which require it to 
become combat ready and to meet training needs. General Eisen- 
hower’s command has the key role in this svstem. This will make 
sure that the equipment we send to Europe will go where it will do the 
most good. 
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At Lisbon, the NATO Council endorsed the plans for the European 
defense community which, together with the Schuman plan, constitute 
major steps toward closer European integration. These are momen- 
tous undertakings. We will continue to give active support to further 
progress in this direction. As the Congress has long recognized, the 
best assurance of a stable and secure Europe would come from the 
breaking down of national barriers and the pooling of national efforts 
and resources. 

Over $5 billions of the funds under the Mutual Security Program is 
to help implement the Lisbon plan of action. These funds are 
directly geared to the requirements of that plan. 


UNITED STATES CONTRIBUTION TO DEFENSE BUILD-UP THROUGH 
MILITARY ASSISTANCE PROGRAM 


The military assistance funds, together with those previously 
appropriated, will provide the United States contribution towards the 
initial equipment for the European 1952 forces agreed at Lisbon. 
They will also cover partial combat reserves and some initial equip- 
ment for additional forces, including German contingents in the 
European defense community, to be brought into being during 1953. 
The President has directed that the deliveries to our NATO partners 
be given very high priority. 

To meet the Lisbon plan and the requirements in other areas, $12 
billions of expenditures against past and requested authorizations have 
been projected for military assistance during fiscal vears 1952 and 
1953. The military assistance funds requested are needed to finance 
the flow of necessary equipment. 

The major portion of the military assistance will be in form of end 
items produced in this country. We also expect to place about $1 
billion of- contracts in Western Europe during fiscal year 1953 for the 
production of military equipment, including items such as ammuni- 
tion, electronics, spare parts and small naval craft. This is called 
offshore procurement. It serves several purposes. It produces 
needed equipment. It is a source of needed dollar earnings. It 
enables our partners to develop their capacity for arms production by 
utilizing available labor and facilities. It brings closer the time when 
they will be able to carry the production load themselves. 

Apart from end-item assistance, our European allies need defense 
support in the form of imported raw materials, fuel, certain other 
essential commodities, and technical help in order to make their con- 
tribution to the joint military effort. A major military build-up can 
only be successfully undertaken, as we in the United States well know, 
on the basis of expanded production. The Europeans have under- 
taken measures to expand production, measures we are supporting 
through an intensified productivity drive which brings American 
know-how to European management and labor. U nder the Lisbon 
plan of action, the expansion of each country’s total production will 
make possible increased defense efforts. 


ECONOMIC SUPPORT FOR EUROPE’S DEFENSE EFFORT 


The increasing European defense effort requires supplies of im- 
ported raw materials. These supplies cannot be fully paid for by 
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present European earnings, when the European economy has not yet 
been adjusted to the diversion of substantial resources for military 
use. For these reasons, the Mutual Security Program includes 
about $1.8 billion to provide the critical margin of imported commodi- 
ties as defense support for Europe as a whole. Of this amount, 
$1.4 billion is for the countries in the Lisbon plan of action. 

This is not the same thing we were doing under the Marshall plan. 
The Marshall plan was designed to help Europe rebuild its civilian 
economy from the disastrous consequences of the war. Defense sup- 
port is also a form of economic assistance, but it is for an entirely 
different purpose. It is to make it possible for our friends in Europe 
to expand their defense efforts for our common security. 

Defense support is not designed to provide our European partners 
with the means to live in comfort while we shoulder the burden of 
rearmament. They have embarked upon large-scale military efforts 
which mean real sacrifices to their people. ‘They are providing the 
manpower for their force build-up. Every NATO country in Eruope 
has universal military service. Our allies pay, clothe, and maintain 
their forces. They are providing most of the necessary military 
facilities and a considerable part of the equipment. This coming 
year their military budgets—including Germany’s—will be about 
$14 billions, more than double the pre-Korean level. This represents 
about 10 percent of their gross national product. 

But this figure tells only part of the story. Their military costs are 
lower in many ways than ours. For example, their standards of pay 
and maintenance of troops are on a much more austere basis. There- 
fore, comparing the percentages of gross national product devoted to 
military budgets is not an accurate reflection of the relative efforts of 
the United States and the European countries. Furthermore, with 
a per capita output less than one-third ours, this 10 percent creates 
a serious strain on their economy. Everybody knows it is harder 
for people with such small incomes to put up 10 percent than it is 
for people with larger incomes to put up the 18 percent which we are 
spending for our own security programs. 


IMPORTANCE OF DEFENSE SUPPORT FOR EUROPE 


Other witnesses will explain to you in detail precisely how defense 
support will enlarge the military effort of our European partners. I 
want to emphasize one thing. On a conservative calculation of 
economic factors alone, defense support results in military expenditure 
amounting to two or three times its cost, but in reality, failure to 
provide defense support would have far wider consequences than the 
direct loss in military expenditures. There would have to be a sharp 
reduction in European-financed defense production and in European 
forces. 

A major cut in the defense programs of the prospective partners in 
the European defense community would place in jeopardy that most 
important move toward European unity. The whole NATO plan 
for building up an effective force under General Eisenhower would be 
undermined. It is difficult to foresee what could be salvaged in the 
form of an integrated defense program, geographically and strategically 
sound and capable of being an effective deterrent to aggression. 
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Commitments of our European allies in other parts of the world, 
in which we as well as they have vital interests, would inevitably have 
to be reviewed and expenditures curtailed to a degree which neither 
we nor they would like to contemplate. One has only to think of the 
effort which France is making in Indochina, or of the world-wide 
strategic responsibilities of the United Kingdom, to appreciate what 
grave problems would be presented to the free world if a withdrawing 
of United States defense support were to throw all these efforts into 
question. In terms of world politics, this disruption of established 
plans would represent a major victory for the Soviet leaders in the 
Kremlin. 


SIZE OF FUTURE UNITED STATES CONTRIBUTIONS IS UNPREDICTABLE 


Thus both military assistance and defense support are required 
to carry out the Lisbon plan of action. It is impossible to predict 
with precision the size of the United States contribution beyond the 
coming year or how long it should be continued. The North Atlantic 
Council recognized that, in a cold war, planning for the future must be 
kept flexible—that requirements will be affected by changes in inter- 
national tensions, the development of new weapons and military 
techniques, and by other factors. For this reason, firm force plans 
were made only for clendar year 1952, with provisional plans for 
1953 and planning guides beyond. ‘There will be a complete review 
in NATO next autumn when plans for 1953 are firmed up and the 
planning cycle moved forward a year. 

The outlook as we now see it is that next year will also be one of 
large-scale capital build-up. Thereafter, subject to the factors I have 
previously mentioned, requirements for the further capital build-up 
should taper off. When the capital build-up is completed, an ex- 
panded European economy, and especially an expanded European 
munitions production, should make it possible for the European 
countries themselves substantially to maintain their own defense 
forces at an adequate level. 


FUNDS FOR OTHER BUROPEAN COUNTRIES 


In addition to support for the Lisbon plan of action, the Mutual 
Security Program includes funds for military assistance and defense 
support for the two new North Atlantic Treaty partners, Greece and 
Turkey. ‘These two countries will add sizable and effective military 
forces to those called for under the Lisbon plan of action and will 
strengthen the southern flank of European defense. Similar assistance 
is also provided for Yugoslavia, whose defection in 1948 represented a 
major set-back to Kremlin designs. Assistance is also provided for 
Austria, where continued economic assistance is necessary to maintain 
stability in the face of occupation of part of the country by Soviet 
forces. A program for Spain is being developed and would be carried 
out with funds already appropriated by the Congress 


MILITARY FUNDS FOR SOUTHEAST ASIA AND LATIN AMERICA 
We are engaged in a collective defense effort in Europe to deter 


aggression, but on the other side of the globe, in Korea and Indochina, 
the Kremlin has already induced its satellites to wage open aggression. 
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Since the whole of Southeast Asia is in imminent danger, the Mutual 
Security Program for next year includes $611 millions for military 
assistance to that area. Substantial amounts are included in this 
sum for Indochina and for continued help to prepare the Chinese 
armies on Formosa to resist Communist aggression. ‘The balance 
will be used in the Philippines and other countries in the area where 
Communist minorities are a severe threat to internal security. 

Direct military aid is also planned for Latin America. The com- 
paratively small figure of $62 millions in military assistance for ou 
neighbors to the South reflects the fact that there is no immediate 
threat of Communist aggression from abroad Our military assistance 
there is to help them play a larger role in the collective defense of the 
Western Hemisphere. 

The direct military assistance and related defense support aspects 
of the Mutual Security Program which | have been describing account 
for 90 percent of the funds required for the coming year. 


THE NEED FOR TECHNICAL ASSISTANCE PROGRAM 


I turn now to the technical and economic assistance activities of 
the program in the Near East, Asia, Africa, and Latin America 
While these constitute less than 10 percent of the funds, their signitfi- 
cance cannot be overstated. 

There is greater discontent among the aaenent in the underdeveloped 
areas than there ever has been in the past. We understand and 
sympathize with their demands for economic and social progress 
Their desires for a change from the miserable conditions of the status 
quo are fanned by intense national feelings. Unless we provide tech- 
nical and economic assistance, and do it promptly, to help these 
people begin to improve their conditions, there is serious danger that 
they will fall into the trap of the shrewd and ruthless Communist 
machine which is cynically promising quick cures for age-old ills. This 
would be just as grave a blow to our security as if they fell to commu- 
nism through armed attack. 

Without technical and economic assistance in places such as Indo- 
china and Formosa, the effectiveness of our military assistance would 
be greatly impaired. Without technical and economic assistance to 
new nations recently emerged from colonialism, we cannot hope for 
political stability and economic progress. Stability in the unde: 
developed areas is necessary to Maintain a steady flow of materials 
so badly needed by the free world. 

The technical and economic-assistance activities of the Mut) 
Security Program are based on the principle of “‘first things first 
In areas where as high as 70 percent of the people suffer from hunger, 
disease, or illiteracy, these fundamental problems must be tackled 
before economic development can progress far enough. Expanding 
trade and industrialization will follow of their own accord from these 
beginnings. 

Our assistance goes, insofar as possible, to the people directly. 
Our representatives go out into the fields and the villages where they 
can work with the people themselves. Where we work with govern- 
ments, it is primarily to help them build stable political and social 
institutions and the most essential public services which can bring 
immediate, tangible benefits. We are actively supporting land-reform 
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movements, and the establishment of free-trade unions, farm-credit 
institutions, local public-health services, and schools. 

The fact that this work is done in non-industrialized societies does 
not mean that it can be carried out successfully on a shoestring basis. 
Our experts in the villages and on the farms must be backed up with 
adequate supplies and equipment. In some instances, direct ship- 
ments of commodities are necessary to tide countries over critical 
periods until our assistance projects have begun to take hold. 


SUBSTANTIAL TECHNICAL ASSISTANCE PROGRAMS FOR INDIA, PAKISTAN 
AND IRAN 


In nations like India, Pakistan, and Iran, our economic and tech- 
nical assistance programs are of substantial size to meet the needs of 
an urgent situation. If there were no danger of internal subversion, 
we could probably carry out programs of technical cooperation in these 
countries at a slower pace, and would not have to speed them up with 
considerable quantities of equipment and supplies from the United 
States to support the work of the experts. But we do not have the 
time. We cannot afford to risk doing it the slow way in these areas. 


COOPERATIVE BASIS OF TECHNICAL ASSISTANCE 


The technical and economic assistance activities are carried out 
with other countries on a cooperative basis. We are not carrying 
the load by ourselves. We are helping other nations to help them- 
selves. As the effects of our assistance increase, as the countries 
benefit from them, they will take on more and more of the work, and 
our share in the enterprise will decrease. We have found this to be 
the case in Latin America, where technical assistance has been under 
way for 10 years. 


ECONOMIC DEVELOPMENT TO BE FINANCED THROUGH LOANS 


It has been our steadfast policy that the bulk of the funds required 
for the ultimate development of the underdeveloped areas must come 
from private investment, supplemented by loans from the Internation- 
al Bank for Reconstruction and Development and the Export-Import 
Bank. But until local economies are raised and conditions stabilized 
to the point where they can attract capital from these sources, we 
must be prepared in some instances to make special grants for de- 
velopment. 


FUNDS REQUESTED FOR TECHNICAL ASSISTANCE 


The total amount of technical and economic assistance provided 
for programs in Southeast Asia under the Mutual Security Agency, 
including support for defense efforts, is $258 millions. For point 4 
programs in South Asia, the Near East, Africa, and Latin America, 
under the Technical Cooperation Administration, $227 million is 
requested. An additional $141 million is requested for refugee relief 
and resettlement programs in Israel and the Arab States. 

I regard technical and economic assistance as an investment abso- 
lutey essential to the attainment of a free, prosperous, and expanding 
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world economy. Development in these areas will provide raw ma- 
terials for the continued growth of our own economy and those of 
other free nations. It will give hope to these people for a better life 
in a free society and should, in time, strengthen the nations of these 
areas so that they can in the future, without special help from us, be 
self-reliant members of the free world. 

I am convinced that the Mutual Security Program in all its parts 
is sound, practical, and absolutely essential. 


EFFECT OF ANY CUT ON THE PROGRAM 


There are many people, both in Congress and among the general 
public, who are saying that this program can and should be cut 
drastically. I am aware that very early in the hearings I am going 
to be asked the direct question “Can this program be cut and, if so, 
how much?” 

Of course this program can be cut—any program can be cut. I 
believe, however, that the important question is not “Can it be cut?” 

The real question is: “What will be the result if it is cut?” 

I am convinced that any decision to cut the Mutual Security Pro- 
gram is a decision to reduce the strength which is being built in the 
free world for our common defense against the threat of the Kremlin. 
A substantial cut would gravely impair our own security. 

I share with you a profound concern that our expenditures should 
not be one dollar greater than is necessary. For that reason this 
request has been rigorously held to the minimum necessary. It is 
not padded. If it were, I could not defend it with the conviction as 
i am doing today. The sums requested are large because they 
reflect the size of the peril and the dimensions of the need. 

[ have already stated my belief that this program is less costly 
than any other means by which we might seek to ensure our security. 
There are additional benefits which cannot be measured in terms of 
dollars and cents. Security is not only in steel and guns. Security 
is in men. Men fly planes, men shoot guns, men fight in tanks. I 
do not believe that we should reserve to the young men of this country 
the exclusive privilege of fighting for freedom. They are entitled to 
have well-equipped allies. 


MUTUAL SECURITY PROGRAM IS ESSENTIAL 


T want to state to you my deep conviction that this Mutual Security 
Program is an essential investment in the security and destiny of our 
country. Through it we seek to deter aggression and prevent another 
world war. Through it we provide our citizens with allies, ready and 
able to fight with us for our common freedoms. Through it we help 
assure the supplies of raw materials essential to our economic life. 
Through it we enhance the cause of freedom, help less fortunate 
peoples to free themselves from the slavery of hunger and disease, and 
lay the foundations for a world in which peace, freedom, and pros- 
perity may endure. 

There are moments in history when acts of omission are as fatal as 


_acts of commission. In our own lifetime we have seen the terrible 


results of hesitation. This is a moment when we can move forward 
in giving inspiration and confidence to free men the world over, and 
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carry through the constructive programs for which your committees 
have been so largely responsible. If we hesitate now, much of what 
we have done will be undone and the barbaric tyranny of the Kremlin 
will spread. Although the outlook is not completely clear and there 
are grave tasks ahead, with courage and determination, we can move 
steadily toward our goal—a strong, united free world. 

The CuatrMan. Thank you very much, Mr. Harriman. 

The Secretary of State. Secretary Acheson, come around. 

Let us have quiet, please. If we don’t have quiet we will have to 
vacate the room except for the committees. 

All right, Mr. Secretary. 


STATEMENT BY HON. DEAN ACHESON, SECRETARY OF STATE 


Secretary AcuEeson. Senator Connally, Mr. Richards, members of 
the three committees, The Mutual Security Program for 1953 is of 
cardinal importance to our national interest and security, and I wel- 
come this opportunity to appear before you in its behalf. 

It seems fair to say that there is no substantial disagreement with the 
basic policy represented in this legislation. 

The American people have clearly rejected both isolationism and 
preventive war as self-defeating courses of action. Instead, our na- 
tional policy, which commands strong agreement and support among 
our people, is directed toward increasing the strength and unity for the 
free world, as a safeguard of peace and freedom. 

The program which properly bears the name of ‘mutual security” 
is one of the principal means by which this national policy is translated 
into action. 

What the Mutual Security Program represents is our share of the 
total effort which is now going on, to reduce the weakness which stands 
as a temptation to aggression, and to build instead a strong and con- 
fident structure of peace. 

Mr. Harriman has just discussed in full and in some detail the pro- 
jection of this program for 1953, which you now have before you. It 
is not my purpose to repeat what he has just said. I want to assure 
you, however, that I adopt and endorse what he has said, and I pro- 
foundly believe in the program he has presented. 

In my short presentation this morning, what I should like to put 
before you are some of the factors which seem to me to be essential to 
an understanding of the more far-reaching and enduring side of this 
Mutual Security Program. 

Mr. Harriman has dealt with the urgent necessity for providing for 
defense, and for supporting the defense efforts of our friends and allies. 

There are four other points to which I should like to draw your 
attention, in your consideration of this program. 


EUROPEAN UNITY AND UNITED STATES ASSISTANCE 


First of all, I wish to point out the importance of those moments 
in history when things are fluid, and when great advances can be made 
which will endure for centuries and greatly influence the lives of 
generations to come. This is one of those moments in Europe. 

Each cataclysm which has swept Europe—from the wars of Napoleon 
to the wars of Hitler—has left Europe in a molten state, with great 
possibilities for change—destructive or creative. 
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American foreign policy since the war has been based on an under- 
standing of this fact. This period of our foreign policy has been one 
of the most constructive in the history of the Republic. We have been 
working with the vast new forces which are developing in Europe 
forces of unity and cohesion. We have come to. the point when it is 
possible to put aside destructive rivalries which have divided Europe 
for centuries. In their stead, there can be created a unified Europe 
which will give enduring and underlying strength, not only to the 
immediate task of creating a defense force, but to the European 
community itself. For an effective defense force cannot be merely a 
military organization. It must be founded upon and grow out of the 
living and vibrant community. 

This is what we have been working for. This has been the con- 
sistent goal of the Congress, the administration and the American 
people since the war. 

What I want to stress is that we are approaching the culmination of 
this effort. In the past 2 or 3 years tremendous steps have been taken. 
It is only necessary to mention the organization of NATO itself, the 
steps toward the Schuman plan, toward the European defense com- 
munity, and toward bringing Germany back into close relations with 
Western Europe. 

The dramatic events of recent weeks cannot fail to excite any stu- 
dent of history. The fact that within a period of 10 days both the 
French Parliament and the German Bundestag approved the revolu- 
tionary step of merging their armed forces with those of Italy and the 
Benelux countries was a political event absolutely unique in the last 
several centuries. And equally striking is the fact that the proposal 
for the European defense community contains provisions for early 
action toward a constitutional federation of Europe. 

Who would have thought, even 2 years ago, that we could by now 
have come even this close to seeing Germany and France going along 
the road together? 

These things can be brought to fulfillment now. If we lose this 
momentum—if they are not accomplished now—they may not be 
accomplished for a long time to come. 

In a large measure, it depends upon what we do. This legislation 
which we are considering here is of vital importance in bringing about 
the larger creation and all its interrelated parts. 

The relation of the 1952 military plans to the arrangements with 
Germany, to the development of NATO, to the creation of a European 
defense community which looks forward to political integration—these 
are all intimately interwoven with one another. 

If we succeed we will have a force which will underpin strength in 
Europe for generations. If not, we will have an inherent weakness in 
Eurcpe which will have to be kept propped up—if indeed we can keep 
it propped up. 

This country—the American people—has done as much as, and 
perhaps more than, any other country to bring this about. Now is 
the time to put it through. If it is not put through now then the 
things we have talked about for the past 5 years may become im- 
possible of achievement. 


9OH968 52-—-—_ 
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EFFORTS AND COMMITMENTS OF OUR PARTNERS 


The next point has to do with the efforts and commitments of our 
European friends. There has been a great deal of discussion—and 
more than a little misinformation—on this point in the past. There- 
fore, I should like to add a few words to what Mr. Harriman has told 
you about this effort. 

First, it should be emphasized that the targets agreed on at Lisbon 
are not goals toward which we are just beginning to work. We have 
already made solid progress toward these goals since the North At- 
lantic Treaty was signed 3 years ago. 

The defense expe nditures of our European allies—and I am not 
here including the addition of Greece and Turkey—have doubled 
since 1949. Their rate of military production is nearly four times 
above the 1949 level, and is still rising. They have all increased 
their periods of compulsory military service and have added more 
than 500,000 men to their armed forces. They have made substan- 
tial progress in training these forces, organizing them, and providing 
them with modern equipment. All told, the number of organized 
ground divisions available in Europe bas more than doubled since 
General Eisenhower assumed supreme command last spring. 

But the question remains, Are our allies doing their full part? 

It is my considered judgment that efforts already made by our 
friends plus increased programs for the current year now before their 
parliaments approach the limits of their capacities. To go beyond 
these limits would produce a strain in their political, economic, and 
social structures which would endanger both their security and ours, 
and might well wreck everything we are trying to accomplish. 


LIMITATIONS ON EUROPE’S ECONOMIES 


The limitations on the European economies are real limitations. 
They cannot be removed by exhortation or by carping. The average 
citizen in Western Europe has an income about one-third that of the 
average United States citizen. He pays about the same percentage of 
that meager income in taxes. He still hasn’t made up the housing, 
clothing, and furniture he lost in the war. He is suffering from a 
new inflationary trend which, since the outbreak of Korean hostilities, 
has pushed up prices twice as rapidly as they have risen in the United 
States. Finally, in certain countries such as Britain and France, his 
government has assumed heavy commitments in the defense of other 
parts of the free world. 

Just one fact should serve to illustrate this last point. In Indo- 
china, where the French have committed thousands of their best 
troops for 5 years in a bloody battle against Communist aggression, 
France has already spent more money than the entire amount of all 
Marshall plan aid received from the United States. 

These economic limitations do not mean that we cannot meet our 
security objectives. On the contrary, our allies have pledged them- 
selves to continue to increase their defense efforts. 

All of us, both we in the United States and our allies, would wish 
to increase our defensive strength more quickly than it is practicable 
to do. Both we and they have faced the problem of adjusting what 
is desirable to what is possible. 
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Mr. Harriman has discussed some of the problems with which our 
allies must deal in carrying out the plans laid at Lisbon. We have 
recently seen a dramatic illustration of these problems in the fall of 
the French Cabinet. But the significant point about these French 
developments is that the French Parliament, immediately after 
Lisbon, voted by 512 to 104 to approve the military budget. This 
action made it clear that the entire Parliament, with the exception 
of the Communists, supported the NATO defense program and the 
continuation of operations in Indochina. The method of raising the 
necessary funds created a political crisis, but all democratic peoples 
know that tax problems are rarely simple. I am confident that the 
necessary funds will be found. 

The program worked out at Lisbon is a cooperative and inter- 
dependent program. I am confident that it can be accomplished if 
each of the partners does its part. 

Mr. Harriman has pointed out how important the proposed United 
States contribution is to the total NATO program. He has pointed 
out, and it is easy to see, that the tanks, guns, and planes that we 
furnish provide the arms for ground divisions and air formations. 
If these arms are not provided, it means fewer divisions and fewer 
formations. This point needs little argument. 


IMPORTANCE OF DEFENSE SUPPORT 


What I wish to stress is the vital importance of the defense support 
provided in this request. These funds not only provide the materials 
which will enable the workers and factories in the allied countries to 
produce equipment for their forces, but provide other supplies essen- 
tial to the economy which underpins the entire defense effort of these 
countries. ‘To remove or reduce these funds would have the imme- 
diate and destructive effect of undermining the whole economy of the 
countries concerned at this critical period in their rearmament pro- 
gram. If this is done, it would be of little profit for us to produce 
the tanks, planes, and guns which this program calls for. 

May I stress further that, if there is any deficiency in our part of 
the program, no other of our NATO partners is in a position to make 
it up. Therefore, a cut in the program does not mean a shift of the 
burden; it means a cut in results obtainable. There is no escape from 
this conclusion. 

I have said earlier that the plans which we and our allies have de- 
veloped are a reconciliation of the desirable with the possible. I 
believe that our military advisers will tell you that to do less than 
what has been found to be possible would be to incur risks to our 
security which should not be undertaken. Therefore, a reduction 
of the program would involve the assumption of risks which those 
responsible for its development cannot advise. 


TECHNICAL AND ECONOMIC ASSISTANCE 


I turn now to a third point—technical and economic assistance to 
underdeveloped countries. 

I will not take your time to detail the encouraging and growing 
record of accomplishment of our point 4 program in the underdeveloped 
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areas which has been achieved for a relatively small investment. All 
this will be laid before you at later meetings. 

There is one point, however, which I wish to stress because it has 
a direct bearing on our security and on the cost of this program. That 
is, that if point 4 programs of technical and economic assistance are 
to be effective in their objective of adding to our security and welfare, 
they must be devised and timed to meet the conditions of the partic- 
ular country we are aiding. 

In many, probably in most, cases it is enough to plan our programs 
so that they will help the sanuie of these underdeveloped areas to 
solve their economic and social problems gradually over a long term. 
We provide onky a small part of the resources required—but that small 
part has the effect of a catalyst in making the whole effort of the 
country succeed. The greater number of the programs being carried 
out under existing legislation and proposed in this new legislation are 
of this kind. Their importance to our country will be clearly shown 
in the years ahead. 


NEED FOR MORE INTENSIVE PROGRAMS IN INDIA 


In some countries, however, and particularly in Asia, there is a 
flowing tide of nationalism, a desperate discontent, a ferment of 
communism—or all together—creating an urgent need. This need 
will not permit a long-term solution. In these countries our basic 
program can be the same—but it must be speeded up to bring about 
in a few vears results which in other countries we could safely work 
many years. 

India is the most striking example of a need for urgent and effective 
action. 

India is at a critical point in its history. The Indian people have 
just completed their first national elections. These elections have 
shown some very startling and revealing and important things 
Although the Congress Party won by a substantial majority, the 
Communist Party showed unexpected strength, especially in certain 
localities. This showing is essentially attributable to the discontent 
of many of the people over the abject poverty and hopelessness of 
their lives. This discontent is being fanned by a constant flow of 
Communist propaganda and subversion. The advice of all our 
observers on the ground is that, unless the newly independent gov- 
ernment under Prime Minister Nehru can show substantial progress 
in economic development over the next 5 years, the likelihood is 
that in the next elections the democratic forces will be endangered 
either by the extremists of the right or by the Communists. 

The effort to avert this catastrophe centers chiefly on the food 
problem. 

For the last 20 years India’s food production has been stable at 
about 50 million tons of grain per year. During the same period her 
population has increased between 80 and 90 million. Today, India 
has to import some 4 to 5 million tons of grain annually to feed her 
people. She cannot afford to do this. ange must substantially in- 
crease her food production. Only last year a catastrophe of unimag- 
inable proportions was forestalled by aid coed by the United States 
Congress. Unless heroic measures are taken, India’s food deficit will 
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continue to increase and the danger of political upheaval may pass 
the point of control. 

Fortunately, the Indian Government has the foresight and ~- 
courage to take these heroic measures. India has set for itself ¢ 
goal of self-sufficiency in food at the end of 4 years. It is sieaae 
clear from work which has been done in India, and some of it under 
the point 4 program, that this goal is technically possible. It can 
be achieved by improved seeds, by more effective plows, by increased 
use of fertilizer, by reclaiming of wastelands, and in some areas by 
making more water available through tube wells and irrigation to 
supplement the uncertain monsoon rains. 

But this is a great undertaking—an effort to accomplish in 4 years 
a revolution in agricultural practices, health and sanitation, educa- 
tion and the like. India will be devoting vast sums to this work. 
She will be substantially aided by sister nations in the British Common- 
wealth, and she will also have technical assistance and loans from 
various United Nations agencies and the benefit of private investment. 
But taking all these assets together she will not be able to achieve this 
goal without help from the United States on terms of county agents, 
public health experts, education specialists and in addition, the sub- 
stantial amount of supplies and equipment necessary to make their 
work effective in the time available. In order for the farmers to 
learn and apply the new agricultural techniques which will enable 
them to raise their production in the amount required, they will need 
more fertilizer, more water, more and better tools—and these things 
require money. 

[ venture to say with considerable confidence that if India succeeds 
in this tremendous effort, it will have won its fight against commu- 
nism. On the other hand, the failure of this effort will greatly increase 
the danger of communism not only to India but to all Asia. The issue 
here at stake is vast indeed. But disaster does not need to happen in 
India. The Indian Government and the Indian people are de- 
termined that it shall not happen. With our help they can succeed. 
This is a point at which we have to take a decisive step. 


ECONOMIC AND TECHNICAL ASSISTANCE TO OTHER COUNTRIES 


The program now before you also continues technical assistance to 
our friendly neighbors in Latin America where it has been a proven 
and mounting success for 10 years. It continues assistance to the 
independent states of Africa, where its potentialities have just begun 
to appear. It continues aid to Iran and Pakistan, nations which, 
like India, are on the periphery of the Soviet Union and which suffer 
from many of the same problems that India does. In these nations 
as in India the need is great and urgent and the programs are of sub- 
stantial size to fill the need in time. 

The problems which confront Israel and those which face the 
United Nations and the Arab States giving asylum to the Arab 
refugees have been ameliorated but not yet solved. The solution of 
these problems with all of their connotations of human suffering and 
the establishment of stable conditions in the region are still important 
in the hearts and minds of the people of the United States. There- 
fore, we are proposing the extension of the program inaugurated this 











16 MUTUAL SECURITY ACT OF 1952 


year for the relief and resettlement of refugees into Israel. We are 
proposing a contribution to the United Nations fund for the relief 
and resettlement of the Arab refugees from Palestine. We are pro- 
posing an appropriate program of aid to the Arab States, concentrating 
on those states sheltering the refugees, in order to provide a setting 
in which reintegration can take place. 


IMPORTANCE OF ASSISTANCE TO THE FAR EAST 


And now I come to the fourth point, which has to do with the Far 
Kast. 

The situations which confront us in this area are of the utmost 
gravity. 

Both in Korea and in Indochina a prolonged and costly struggle 
has been made to restore peace and security. We hope and believe 
that this struggle will come to a successful conclusion. But we 
cannot close our eves to the fact that tremendous potentialisies for 
danger exist throughout the area. 

The magnificent defense against Communist military aggression 
has given the world the warning and the time to prepare its defenses. 

We have made good use of this time. 

During the past vear we have been making progress toward long- 
term security in Asia and the Pacific. 

Within the past year the return of Japan to a place of dignity, 
equality, and responsibility among the family of nations was begun. 
Defense arrangements with the Philippines, New Zealand, and 
Australia were concluded. All these measures are now before the 
Senate for ratification. After they are ratified, we must go on to do 
the things necessary to make them effective. 

During this past year also, the direct and indirect military aid 
programs have already begun to make a difference. Americao military- 
assistance advisory groups are stationed in Indochina, Thailand, 
Formosa, and the Philippines. Military aid to Indochina has been 
given a high priority and has helped to turn the tide of the battle 
against Communist aggression there. 

Military aid to the Chinese National Government forces on For- 
mosa has strengthened the island against aggression, and economic 
aid has enabled it to sustain this military effort. 

In the Philippines and in Thailand, our military-aid programs are 
providing essential support for the preservation of internal security. 

‘These programs of military aid, of military support, and of eco- 
nomic and technical aid to our friends in the Far East, in southeast 
Asia and across the Middle East are directed both against the short- 
range military threat and toward meeting the long-range need for 
economic and political growth and stability. Both are a necessary 
part of our security program in this area. 

Any reduction in this part of the Mutual Security Program must 
be weighed against the consequences of weakening this vital area in 
the face of the grave dangers which threaten it. 


STRUGGLE FOUGHT ON TWO FRONTS 


In one sense, what I have said about the problems in Asia goes to 
the very heart of our world policy. In every land, to a greater or 
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lesser degree, the struggle against Communist imperialism must be 
fought on two or more fronts at the same time. No nation and no 
people can be truly safe until the free world as a whole possesses 
enough military strength to protect itself against a treacherous attack. 
And it is equally true that no nation can be secure unless the political 
economic, and moral foundations of its society are sound and solid. 

It is not easy to conduct a long and strenuous struggle on two 
fronts. But whatever difficulties and hard choices we must endure 
in this struggle, we know that our own security is part and parcel of 
the safety, the freedom, and the economic well- being of our neighbors. 
We gain strength as we contribute strength; we gain security as we 
make others secure. If we do our full part in this great common 
endeavor to provide the strength needed to assure peace, we will 
have met our responsibilities to the American people. 

The CuarrMan. Thank you very much, Mr. Secretary. We ap- 
preciate your statement. 

The Secretary of Defense, Mr. Lovett. 


STATEMENT OF HON. ROBERT A. LOVETT, SECRETARY OF DEFENSE 
GOALS AGREED ON AT LISBON CONFERENCE 


Secretary Loverr. Mr. Chairman and members of the committee, 
on the 2d of April 1951 there was established in Paris a Supreme 
Allied Headquarters for the European forces of the North Atlantic 
Treaty Powers. That date is of great significance. It marked the 
end of the purely planning phase of NATO. The transition of NATO 
from the planning to the operational phase was completed last month 
in Lisbon, less than 1 year after SHAPE was established. At Lisbon 
the members of the North Atlantic Council subscribed to a firm state- 
ment of the forces each nation would have ready to defend the com- 
munity by the end of this calendar year. Fifty divisions and 4,000 
aircraft, together with some augmentation of naval strength, were 
promised. These figures include United States forces in Europe but 
do not include any Turkish or Greek forces; or any of the German 
contingents which we hope will begin to be developed as a part of 
the European defense force before the end of this vear. 

I have previously stated that somewhat more than half of these 
divisions will be combat ready, while the remainder will be reserve 
divisions. A reserve division on the continental pattern differs from 
our American concept of the nature of a reserve division. ‘The con- 
tinental reserve division has its organization complete, although most 
of its personnel continue in normal civilian jobs. The reservists live 
in the vicinity of their unit assembly points. Each man has his 
mobilization assignment. He knows exactly where to go to draw his 
individual equipment and just where to take his place in a gun squad, 
tank crew, or rifle platoon. It is the place he has already been trained 
to fill. Long-term officers and technicians maintain the equipment, 
and the units have periodic training exercises. 

A division of this type, which can be mobilized in 24 to 72 hours, is 
almost as ready for action as is the front-line division maintained at 
full strength. Some reserve divisions will not be ready that quickly. 
They will require a little more time for unit training. But in every 
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case, a reserve division must have most of the major equipment avail- 
able, as well as a reservoir of tramed combat soldiers and specialists. 

The combat capability of a force is something more than a number 
of divisions. The state of equipment and training, the availability 
of reserves, the levels of supplies, the scale of supporting combat and 
supply troops, and many other technical considerations are basic 
factors of strength that must be measured. 


DEVELOPMENT OF NATO STRUCTURE 


In the 10 months between the establishment of SHAPE in April 
1951 and the decisions taken at Lisbon in February 1952, which made 
NATO operational, a dynamic physical structure has evolved out of a 
promising blueprint. Some of the steps in this transition are sig- 
nificant. 

After General Eisenhower’s examination of the NATO defense 
plans, he concluded that a measure of short-range security was not 
beyond our early grasp. With troops substantially fewer than those 
required to man the defenses fully, he calculated that he could put out 
a covering force which could slow the momentum of attack from the 
East and still give us a chance to complete our mobilization. This 
bold concept—known as Operation Stiffener—was accepted as 
feasible on the military side, provided the economic and _ political 
factors could be brought into line. The problem of rounding out 
military units quickly and providing them with ammunition and main- 
tenance reserves, even for a relatively small force, is not the same as 
equipping them as an increment of a larger force which would not 
be operationally ready for several years. 


RECOMMENDATIONS OF THE TEMPORARY COMMITTEE OF THE NORTH 
ATLANTIC TREATY COUNCIL (TCC) 


The temporary committee of the North Atlantic Council, which was 
established at the Council’s Ottawa meeting in September, recognized 
that, while their terms of reference required them to evaluate the 

vapabilities of the NATO defense effort for some years ahead, their 
first duty was to assess each nation’s best immediate contribution to 
a balanced force during 1952. This they did, and the force basis 
which they recommended was essentially the one finally adopted at 
Lisbon. 

Additional recommendations which the Temporary Committee of 
the North Atlantic Council made for increased military programs in 
1953 and 1954 were accepted as provisional and planning goals. Be- 
cause economic and political and military conditions frequently 
change, it was decided to make later this year an evaluation similar 
to the one conducted by the Temporary Committee of the North 
Atlantic Council for 1952 as a basis for fixing on firm 1953 objectives. 
The*adoption of this principle of an annual review for budgetary and 
planning purposes—which is similar to our practice here at home—is, 
in my opinion, one of the most significant of the actions taken by the 
North Atlantic Council at its Lisbon meeting. 
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OTHER LISBON DECISIONS 


Another step forward in developing the actual defensive capabilities 
of NATO took place when the United States and the United Kingdom 
succeeded in resolving their differences over the command situation 
in the North Atlantic Ocean area. This vital area with its supporting 
sea lanes will come under the integrated command of a Supreme 
Allied Commander, Admiral McCormick of the United States Navy, 
whose headquarters will become operational at Norfolk this spring. 

A further highly significant strengthening of NATO developed 
during the past year with the accession of Greece and Turkey. It was 
agreed at Lisbon that the substantial fighting forces of these nations 
will be integrated directly under General Eisenhower through his 
southern commander, Admiral Carney of the United States Navy. 
Greece and Turkey form a strong anchor for the southern flank of 
Europe and afford additional protection for the Mediterrane: 
Middle East areas. 

Still another decision at Lisbon which will ultimately result in a 
very substantial increase of the NATO force strength was the NATO 
seal of approval on the rapidly developing European defense com- 
munity. Not only will this arrangement, taken together with the 
impending contractual agreement to restore Germany to the status 
of afree and equal member of the free world family, previde a powerful 
German contingent to the European defense foree and to General 
Kisenhower’s command, but it will, we hope, lead toward the ultimate 
goal of Western European union. 

There were other decisions at Lisbon which, though not so widely 
publicized, were significant. There was the agreement that nations, 
in supplying military matériel to forces, will be guided by priorities 
recommended by NATO supreme commanders This priorities ur 
rangement has an important bearing on our operations under the 
mutual-security legislation. The United States retains the final 
decision on the disposition of its own resources but relates the dis 
tribution of our matériel to the needs and the plans of NATO com- 
manders. This procedure insures allocation i accordance with the 
clear intent of Congress that the performance of nations in raising 
effective forces is to be the first criterion in granting military assist- 
ance. Equipment will go to the forces best able to use it in accordance 
with the strategic concept, whether to fill out their critical deficiencies 
as a final step in making a unit combat worthy, or to provide a mini- 
mum issue of modern weapons to start the training of newly activated 
formations. 

We have developed a specific military assistance program for each 
country, which will be laid before you in some detail as we always 
have done. I assure you that no country program is to be considered 
as a commitment or a promise on the part of the United States 
Performance will be the test, as reflected in the NATO commander’s 
priority recommendation. 


in and 


COORDINATION OF LOGISTICAL PLANNING ON NATIONAL LEVEL 


The second of these collateral developments stemming from the 
TCC operation as approved at Lisbon relates to the difficult but very 
important problem of military logistics. The granting of additional 
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powers to the supreme commanders to coordinate logistic plannin 

with national authorities represents real progress in internationa 
military thinking. It clearly marks the beginning of an operational 
phase in supply action. The details of this arrangement are some- 
what technical, but it recognizes that the location of depots, lines of 
communications, and so forth, though responsibilities of individual 
sovereign nations, are matters of primary interest to NATO com- 
manders. Even without the technical details, I am sure you can see 
the difficulties inherent in these problems. 

The forces we have and those we are building cannot operate with- 
out operational and logistic support facilities. Collectively these 
are known as infrastructure, and consist of such things as airfields, 
signal communications, depots, and warehousing. Under the con- 
cept of an integrated force and a flexible strategy, certain facilities 
must be available for common use as required for successful combat 
operations. Airplanes cannot fly without fields, forces cannot operate 
without communications and operational headquarters. 

Jointly with our allies we have agreed on a program for sharing the 
cost of the common installations needed this year for the forces which 
will be available. The country where the installation is located 
provides the land and the utilities that go with the land, and also 
shares in the multilateral financing of the cost of the installation 
itself. In the current year, Mutual Security Program funds have 
been used to meet the United States share of the cost of the program. 
In the forthcoming year, authorization and appropriations will be 
sought within the military construction bill to encompass the United 
States share of the common-facilities program and certain additional 
installations needed by the United States because our own forces are 
operating away from their sources of supply and production. 


CONSTRUCTION OF FACILITIES PROGRAM 


We have not been able to get ahead with the facilities-construction 
program as rapidly as we would like to, owing to a number of com- 
plications. One of the most important of these has been the necessity 
of working out an arrangement whereby the expenditures for the con- 
struction work would not be subjected to the umposition of taxes by 
the host country. Action to meet this problem which was initiated 
late last summer was given impetus by the enactment by Congress of 
section 521 in the Mutual Security Act of 1951. This section pro- 
hibited the use of MSA funds for payment of taxes in conjunction 
with the acquisition or construction of facilities in foreign countries. 
Extensive negotiations have been under way for some time to obtain 
broader immunity from taxes, not only for our infrastructure program 
but also for our other mutual-defense-assistance expenditures, such 
as the offshore or overseas defense-production program. In the 
meantime, work has been going forward under an arrangement 
whereby payments have been withheld in an amount in excess of the 
total tax burden. The negotiations to obtain tax exemptions have 
made good progress, and it is expected that we will have this problem 
substantially solved in the immediate future, as well as some other 
complications still to be dealt with. We are hopeful that the con- 
struction program will be rolling this spring. 








h- 
se 
is, 
n- 
ies 
at 
ite 


the 
ich 
ted 
jso 
ion 
Ave 
1m. 
be 
ted 
mal 
are 


pon 
om- 
sity 
20n- 
; by 
ated 
ss of 
pro- 
‘tion 
ries. 
tain 
ram. 
such 
the 
ment 
f the 
have 
blem 
other 
con- 


MUTUAL SECURITY ACT OF 1952 21 


IMPROVEMENTS IN NATO’S MILITARY POSITION DURING LAST YEAR 


Thus far I have undertaken to outline the progress of NATO in 
this past year of transition from plans to operations. I have re- 
viewed the accomplishments at Lisbon from a defense minister’s point 
of view. Iam not unaware of the skepticism that has been voiced in 
some quarters to the effect that those of us who went to Lisbon came 
back with too rosy a picture of the effects of our own decisions. I 
assure you we were not carried away by any undue optimism. The 
NATO military position has improved appreciably during the past 
year. For evidence, let me quote a few sentences from a report ! 
which has just been submitted by Gen. Thomas T. Handy, the senior 
commander of American troops in Europe and the United States 
military representative for military assistance in Western Europe, 
who was not at Lisbon. He is a field commander, and his opinion is 
based on first-hand observation of European troops. General 
Handy says: 


The increase in the effective strength of the armed forces in Europe during 
the past year has been substantial. At the time when United States military 
aid was first given to the NATO countries, virtually no combat-effective military 
units existed. By a year ago, a substantial base had been established upon 
which the countries could rebuild their forces, but none of the units could have 
been considered effective. Today there are available appreciably more units, 
and their standards of effectiveness have increased. Service schools are being 
expanded and training centers improved; more modern methods of training are 
being employed and European NATO countries are making good progress in the 
development of trained manpower. 

General Handy’s view will be fully concurred in by the testimony 
which will be presented to these committees by General Bradley on 
behalf of the Joint Chiefs of Staff and by General Gruenther from 
SHAPE, 


PURPOSES OF THE MILITARY ASSISTANCE PROGRAM FOR EUROPE 


Now let me outline in general terms—you will get the country-by- 
country story later—what $4.07 billion in military assistance for title 
I countries will buy. Together with funds previously made available, 
it will complete the unit ‘equipment of United States type for all the 
divisions committed at Lisbon, together with provision for part of 
their reserve stocks of ammunition. It will furnish a portion of the 
long production lead-time items required for additions] forces to be 
raised later. It will provide certain specialized unit equipment re- 
quired to round out naval and air units committed to the NATO 
defense plan. It will continue the training program which insures 
that United States furnished matériel will be properly cared for and 
skillfully operated. Packing, handling, crating, and transportation 
round out the requirement. 

You will be shown this year how NATO countries will provide for 
the pay, maintenance, individual equipment, and part of the hard 
goods needed for their committed forces. In order to do our part in 
providing the more complicated matériel which Europe is not geared 
to produce in the quantity required, we have calculated that we will 
have to have $4.07 billion in new obligational authority for title I, 


' The complete text of the report will be found on p. 278. 
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REASON FOR DELIVERY LAG IN PREVIOUS PROGRAMS AND NEED FOR 
ADDITIONAL FUNDS 


Total obligational authority requested for military assistance 
under all titles is $5.35 billion. Mention of this large sum of money 
raises & very pertinent question as to whether the Department of 
Defense can efficiently obligate and expend the funds now available; 
whether, in fact, any new foreign military assistance authorization 
is needed for fiscal vear 1953. The answer to this question hinges on 
expenditures, which in turn are closely related to deliveries of finished 
equipment. Deliveries have been substantial, but less than originally 
hoped for. Equipment in the fiscal year 1950 program was largely 
existing matériel excess to our own needs; thus initial deliveries got 
off to a fairly good start. The Korean conflict stopped the flow to 
Europe almost completely for a time. Then came the gap in produc- 
tion lead-time for heavy armament and aircraft. Despite these 
factors, and some disappointments in our production schedules—the 
inevitable bottlenecks which have to be broken—we have in the first 
2 vears of the program shipped more than 24 million tons of equipment. 
We are clearly now on an acceleration curve. 

On the basis of production now under way, and the high-priority 
allocation established for NATO by the President, it is expected that 
our end-item deliveries will be able to keep in phase with the progress 
of European countries toward their 1952 force goals. ‘This means that 
when we add the military assistance requirements of other parts of 
the world, we should approach $12 billion in total expenditures by 
the end of fiscal year 1953. Considerable acceleration will be re- 
quired for the next 15 months. I believe, however, that apart from 
the spread of existing hostilities and the outbreak of any new ones, 
and barring any further unforeseen production difficulties, we will 
have the ability to make an effective use of the funds presently on 
hand and being requested. We therefore will need the obligational 
authority requested in the President’s message if we are to accomplish 
the equipment deliveries which are required for the build-up of forces 
agreed to at Lisbon, as well as to obtain on schedule the long lead- 
time items. Present lead time on fighter aircraft is 18 to 22 months, 
and on bombers, 32 to 34 months. 


IMPORTANCE OF DEFENSE PRODUCTION SUPPORT FOR EUROPE 


In all that I have said thus far I have concentrated on the direct 
military assistance aspects of the program, because this is the part 
of the program which is primarily the business of the Department 
of Defense. I would like, however, to emphasize the desirability of 
certain forms of assistance not made up of military end items. Sup- 
port for our allies in the amounts recommended in this program for 
purposes of financing imports of raw materials, machinery, and the 
like is essential if full use is to be made of their own productive capacity 
in the common defense effort. Furthermore, stimulation of their 
defense production through assistance of this type is one of the best 
methods of insuring that our allies will be able to pick up and carry 
the burden of maintenance of their forces themselves. 
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PROGRAMS FOR GERMANY, YUGOSLAVIA, AND SPAIN 


Before I leave title I, I should like to mention three countries in 
urope which are not members of NATO. 

Western Germany will be tied in closely to NATO through the 
European Defense Community. German contingents will provide 
the most substantial single increment to the force build-up in 1953. 
In 1952 any requirement in the way of military assistance for the 
German forces will be for training equipment. But an eventual need 
for long lead-time matériel, especially aircraft, must be planned for. 

The military situation in Germany is quite different from that 
which other European countries faced at the start of their reaarmament 
effort. On the debit side is a ¢omplete military matériel vacuum— 
not even obsolescent World War 11 equipment is available. Time 
will be required to develop German production capacity for such 
armaments. On the credit side, in addition to the available man- 
power which can in a relatively short time be developed into an effec- 
tive fighting foree, the German Government has already indicated a 
willingness to make a substantial contribution to the common effort. 
The German defense budget, at Western Germany’s own request, has 
been developed upon recommendations from the Executive Bureau of 
the TCC based on the same standards as those used by the TCC in 
evaluating the capabilities of NATO member nations. There is no 
doubt that the German contribution will prove of tremendous assist- 
ance in strengthening the common defense. 

Two other countries in Europe, although not members of NATO, 
nevertheless have an important present or potential contribution to 
make to the collective defense efforts of the west. 

Yugoslavia is strategically located on the southern flank of Europe. 
In Yugoslavia there is a sizable force of tough and competent fighting 
men who are determined to resist any encroachment on their home 
territory. It is to our military interest to strengthen them by mod- 
ernization of their matériel and provision of some essential logistic 
support. 

Spain is the other country to which I refer. As is well known, we 
for a long time have been interested in Spain because of her strategic 
location. The means for initiating cooperative action with Spain 
were furnished by the Congress last year in the $100 million which 
was authorized for military, economic, and technical assistance. A 
program for using this authorization is well developed and in process 
of negotiation. 


PROGRAM FOR GREECE AND TURKEY 


Let me pass on now to title IT, to Greece and Turkey, which I have 
already referred to as our newest partners in NATO. It was in these 
two countries that our first efforts at postwar military assistance 
were made, Since the program has been in effect longest in Greece and 
Turkey, these countries presumably give the best indication of future 
development elsewhere. We have enjoyed the most direct contact 
with the Greeks and Turks. Our military advisers still live with the 
Greek garrisons in the bare border hills as they did in the days of the 
Markos insurrection. In Turkey there is an equally close training 
relationship between the American mission and the armed forces. 
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Naturally we share the pride of these nations in the gallant conduct 
of their troops in Korea. The Greek battalion has been in combat 
for over a year. During that period it has had 88 men killed, 265 
wounded, none missing, and only 1 captured. 

The Turkish Brigade has impressed the entire United Nations order 
of battle with its aggressiveness in advancing under fire to close with 
the enemy at bayonet point. Casualties suffered represent 40 per- 
cent of the brigade’s strength. The matériel programs for the armies 
of Greece and Turkey are past their peak now, on a funding basis. 
A large proportion of the fiscal year 1953 programs will be to main- 
tain army equipment already funded for, and to increase their air 
capability. It is gratifying to see that a military assistance program 
does eventually taper off as the capital equipment is completed. 

The two principal title II countries, on the military side, are 
Indochina and Formosa. 


CONDITIONS IN INDOCHINA 


Our military assistance program for Indochina during the past 
year reflects the great importance which this area—as well as all of 
southeast Asia—bears to the security interests of the free world. 
The strategic geographical position of the area, as well as the vitally 
important raw materials such as tin and rubber which it supplies, 
makes it important for us to maintain an effective support of the 
gallant effort which the French and the Associated States are making 
to hold the line in Indochina against Communist aggression in that 
area. The French have over 150,000 troops in Indochina, with large 
numbers of their best officers and noncommissioned personnel. Their 
losses have been heavy. The drain on their economy has been severe, 
with almost 35 percent of their entire defense budget being required 
to carry their effort. 

Our shipments to Indochina have been increasing, and they have 
been made on a very high priority basis. As of February 1, a total 
of 106 ships had arrived in Indochina, carrying over 100,000 long tons 
of vital United States matériel and more than 150 amphibious craft. 
The French military have credited timely arrival of equipment with 
their ability to hold the Tonkin Delta area. The armies of the Asso- 
ciated States are growing and are now equipped in large part with 
our M-1 rifles, a tremendous contribution to their morale and effec- 
tiveness. We are proposing a substantial increase in military assist- 
ance to Indochina this year over what was requested in last year’s 
bill. If the situation in Indochina can be cleared up, not only will 
Southeast Asia be stabilized but the French position in Europe—and 
thereby the entire NATO defenses—will be measurably improved. 





PROGRAM FOR FORMOSA 


In building up the Nationalist Chinese forces on Formosa, our ob- 
jective is to insure the integrity of that island. The military assist- 
ance already provided has contributed to the political stability of 
Formosa and has improved the combat capability of the Nationalist 
forces. The ground troops are being completely reorganized along 
modern United States lines. Existing aircraft have been restored to 
operational condition, and the Navy is being improved. There is 
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still a great. deal to be done on Formosa; in fact little more than a 
foundation has so far been laid. But progress is being made. The 
United States military and economic aid programs have been unusually 
well integrated to supplement each other in dealing with the unique 
situation of an island populated by only 7,000,000 people called upon 
to support a garrison of several hundred thousand defenders. 


MILITARY ASSISTANCE FOR LATIN AMERICA 


The title IV program for military assistance to the other American 
republics would provide $62 million in fiscal year 1953 to supplement 
the $38 million appropriated last year. Our strategic interest in the 
area, as well as the neighborliness which we feel toward our Latin- 
American friends, underscores the importance of providing assistance 
to help them in the defense of our joint hemisphere. The modern 
matériel programed will help the Latin-American nations protect their 
territory as well as to maintain common lines of communication and 
base installations. During World War II we found it necessary to 
deploy 100,000 United States military personnel in Latin America. 
Under the regional defense arrangements now being negotiated, our 
neighbors will be prepared to assume the responsibility. By way of 
a dividend on our military assistance efforts in this area, the Latin- 
American contingents from Colombia have demonstrated fine fighting 
qualities in Korea and ready adaptability to our techniques and ma- 
tériel. An officer of my staff recently returned from Korea has high 
praise for the Colombian Battalion, which was attached to his com- 
mand. These troops first came up on the line at 2 o’clock in the morn- 
ing. By 3 o'clock they were committed. They showed extraordinary 
coolness under fire, mopping up terrain pockets with such thorough- 
ness that they left no enemy resistance behind them in their advance. 


BASIC CONSIDERATIONS OF THE PROGRAM 


These are some of the considerations underlying the request which 
we are making of the Congress for the authorization of additional 
military assistance during fiscal year 1953. But the one basic con- 
sideration that underlies this request and every other request for funds 
made by the Department of Defense is the security of the United 
States. The security of the United States is our first obligation. 
The Mutual Security Act provides for strengthening those defenses 
which are part of the protective system of the United States, just as 
our armed power is essential to the security of our friends and allies. 
The only alternative to mutual security is to attempt unilateral 
security. Taking that route the United States would have to deploy 
its manpower and its resources on a scale exceeding anything this 
country has seen since the latter phases of World War ‘II. ‘Even then 
we would have no guaranty of security. I hope that, by the enact- 
ment of this legislation, the Congress will make it possible for us to 
go forward with the job of building an effective defense structure for 
the security of the United States and of the free world. The job is, 
in my opinion, now well under way. 

The CuarnMan. Thank you very much, Mr. Secretary. We enjoyed 
your statement very much. 

Come around, General Bradley. 
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STATEMENT OF GENERAL OF THE ARMY OMAR N. BRADLEY, 
CHAIRMAN, JOINT CHIEFS OF STAFF 


General BrapLey. Mr. Chairman and members of the committees, 
the Mutual Security Program is the keystone of the whole collective 
security effort of the free world. Without it, the time when we will 
reach a position of relative security is too far distant, and the risk is 
too great. 

An explanation of the way the Joint Chiefs of Staff carry out their 
responsibilities for the Mutual Security Program may be of some 
benefit in evaluating its importance. It will indicate to you the 
extreme care the Department of Defense, and the three services, are 
taking to insure that our money is wisely spent. 

The results of long-range planning are not always recognizable in 
the beginning of a program. It is a tribute to the wisdom and far- 
sightedness of the Congress that in the face of a slowly developing 
program, you authorized and appropriated sufficient funds to start a 
program which is now beginning to pay off in material gains. 

The people of the United States have waited to see the real results 
of the money which the Congress has appropriated. Now the aircraft, 
the ships, the guns are really starting on their way. More than 
2,500,000 tons of military supplies have been shipped. 

I should like to make one point clear. The tools of mutual security 
are military, economic and technical-assistance use in varying com- 
binations, where they will do the most good for colleetive security. 
For the United States to supply military equipment to a country 
whose citizens are unable economically speaking to maintain that 
equipment would, in my opinion, be a mistake. 

The Joint Chiefs of Staff have two responsibilities in respect to the 
Mutual Security Program. 

First, to provide strategic guidance for the military assistance 
portion of the program; and 


PRIORITIES FOR ALLOCATION OF MILITARY ASSISTANCE 


Second, to establish within the cope of United States policy, 
principles of priorities for the allocation of finished equipment and 
ammunition. 

Briefly, here is an outline of the steps as they were taken: 

Last July, the Joints Chiefs of Staff developed a time schedule for 
foreign nations and the military assistance advisory groups in these 
countries, to present their requests and recommendations to the 
United States. They also published the criteria which would de- 
termine the types and maximum number of forces which we considered 
eligible for military aid. They also recommended the types of equip- 
ment that could or could not be included. 

In general, the criteria require that— 

(1) Equipment for North Atlantic Treaty members would be 
provided only for those forces required by that organization’s defense 
plan and accepted by each country concerned as a definite commit- 
ment to the plan. 

Equipment for countries outside of NATO would be furnished 
only for the forces in being, or immediately mobilizable. 
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(3) The scale of equipping forces would be on the most austere 
basis, and limited to items of the highest priority. 

(4) Equipment of a questionable operational value would not be 
furnished. 

(5) Equipment which can be produced in the country or regional 
organization would not be furnished. 

We handle the military aid program in the NATO countries a little 
differently than we do in the other areas because in the former we 
have definite international defense plans, and have actually com- 
mitted specific forces to the operating commands set up to execute 
that plan. The aid for the French forces in Indochina is not handled 
under title I, but as separate aid under title IJ], which also includes 
aid to the Vietnam forces. 

After the United States’ objectives for the program in each country 
were established, and the criteria published, the countries themselves 
submitted a list of the major combat forces they planned to activate 
and the dates of mobilization of these forces. Then the United 
States military assistance advisory groups in each country checked 
the national requests with the objectives and the criteria. These 
MAAG’s, as they are called for short, in turn submitted their analyses 
and their recommendations to the Joint Chiefs of Staff. 

We reviewed these recommendations, and approved the programs 
for each country wherever we felt that the forces merited support. 
In other words, our aid is not extended to all the forces for which a 
country requested help; nor did we feel that the United States could 
aid in the equipping of all the forces each country could mobilize. 
For example, Greece and Turkey could mobilize more forces if we 
could give them more aid. But we believe that the United States 
and Greece and Turke *"y together couldn’t support all the forces they 
could mobilize without taking aid away from some other priority 
area. 

When the equipment deficiencies of the forces approved for the 
allied countries were computed, the Joint Chiefs found the total too 
large; hence, we consulted various economic agencies of the Govern- 
ment—the Bureau of the Budget and the President—concerning the 
extent to which we should attempt to meet these deficiencies in 
fiscal year 1953. Asa result of these consultations, a budget ceiling 
was given to the Joint Chiefs of Staff. 

The Joint Chiefs of Staff then made a detailed allocation of funds 
for each of the four major areas of the world; that is, Western Europe, 
Middle East, Far East and South America, following which the three 
services then developed detailed programs for each of the countries 
in the proposed fiscal year 1953 military aid program. 


CONTINUOUS REVIEW, CONTROL, AND SUPERVISION BY THE UNITED 
STATES 


Continuous review will be made. The Joint Chiefs of Staff closely 
examine recommendations of the military assistance field agencies, 
of the major NATO commanders, and of the North Atlantic | Treaty 
standing group on their desired priorities for allocation of finishe d 
munitions once they become available from the factory. These pro- 
grams are kept up to date at all times, in consonance with changing 
world conditions, and in line with foreign national capabilities. 
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The NATO military committee meetings in Lisbon clarified to all 
members that control and distribution of military aid items would 
at all times remain in the complete control of the United States. 
Recommendations are received from each of the recipient countries 
and from the MAAG’s, and we have the continuous advice of General 
Eisenhower's planners, but the final decisions, and the final control 
of the aid, rest in our own hands. We felt that this procedure would 
assure the Congress, and the American people, that their efforts were 
achieving the military results they would most earnestly seek. 

When the planning cycle is completed, the military assistance 
advisory groups then proceed with the supervision of the programs. 
They are responsible for requisitioning, receiving and turning over 
equipment, checking the purposes for which the equipment is used, 
and furnishing assistance in the technical training necessary for the 
proper use of such equipment. 


SECURITY OF THE UNITED STATES TO BE ADVANCED BY 1953 MSA PROGRAM 


I hope that this procedure of the Joint Chiefs of Staff meets with 
your approval, and merits your continued confidence in this program. 

I believe that the Mutual Security Program for 1953 is essential to 
the security of the United States. 

By implementing the North Atlantic Treaty, the United States 
and its allies have served notice on ve Russia that the freedom- 
loving nations are going to accomplish by strength what they had 
failed to accomplish by weakness. 

By the United Nations’ efforts in Korea, we gave notice 
Soviet Union that we would take positive steps to forbid 
aggression. 

By equipping and training other freedom-loving nations in the 
world, we are serving notice on the Soviet Union that the security 
of America, and the free world, is the paramount aim of the United 
States. By continuing all the military assistance we can afford, we 
are encouraging the peoples of the free world, and showing them 
that we will help them to help themselves. 

The Mutual Security Program is the best way we have of making the 
United States as secure as possible. 

It is estimated that World War II cost the United States $330 
billion. This is an average rate of a little over $7 billion a month for 
45 months of war. Thus, the entire Mutual Security Program for 
fiscal year 1953 costs only a little more than 1 month of World War IT. 
The military portion, $5.35 billion, is considerably less than 1 month 
of World War IT. And you all know, as well as I do, that i price 
of everything, including war, has gone up considerably since 1945. 

If we can build a deterrent to total war at this relatively inexpensive 
price—less than the cost of 1 month of World War II—it is the best 
investment in security at the least cost not only in dollars but in lives, 
that we can make at this time. 

The CuarrmMan. We thank you very much, General Bradley. We 
have admiration for the activities of the Joint Chiefs of Staff, and much 
confidence in their advice. 

The committee will stand in recess. 

(Whereupon, at 12:20 p. m., a recess was taken, to reconvene on the 
following day, Friday, March 14, 1952, at 10:30 a. m.) 
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FRIDAY, MARCH 14, 1952 


Unirep Srates SENATE, 
COMMITTEE ON ForrIGN RELATIONS, 
Washington, D.C. 
The committee met, pursuant to adjournment on Thursday, March 
13, 1952, in room 318, Senate Office Building, at 10:30 a. m.. Senator 
Tom Connally (chairman of the committee) presiding 
Present: Senators Connally, Green, McMahon, F ulbright, Gillette, 
Wiley, Smith of New Jersey, Hickenlooper, and Brewster. 
The CHarkRMAN. Let the committee come to order. 
We ask our guests to observe the rules for quietude and calmness, 
and not to interrupt or harass the other auditors 
Come around, Senators; we are trying to meet n re 
All right. We are met this morning to hear again Mr. H: pines 
who is Director of the Mutual Security Administr: ation. We brou chi t 
him here in order that the members of the committee may have a 
chance to question him. I won't ask but one or two questions to 
start with, Mr. Harriman. I will probably return later on. 


ECONOMIC AID FOR EUROPE 


Mr. Harriman, in your budget here of $7,900,000,000, L believe it 
is—is that right? 


TESTIMONY OF HON. W. AVERELL HARRIMAN, DIRECTOR FOR 
MUTUAL SECURITY 


Mr. Harriman. $7,900,000,000. 

The CHarrMan. That is what I said, $7,900,000,000. How much 
of that is for so-called economic aid in Europe? 

Mr. Harriman. Of that there is about $2}, billion for a variety of 
purposes; about $1,800,000,000 in Europe for the commodities that 
are necessary to support the defense effort. It is defense support. 
Of the $1,800,000,000, about $1,400,000,000 goes to the Lisbon plan 
countries and about $400,000,000 to Greece, Turkey, Yugoslavia, 
and Austria, which, as you know, is still occupied, or part of that 
country is occupied, by Soviet forces. There is about $600,000,000 
for economic and technical assistance in other parts of the world. 
Of this amount roughly $250,000,000 is for the Far East—to support 
the military efforts “there and to stre ngthen some of those countries 
that are under attack from internal subversion. 

There is about $220 million for the point 4 program in south Asia, 
including India, and Pakistan, Iran, the Middle East, and Latin 
America. This point 4 program is administered by the Technical 
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Cooperation Administration in the State Department. Then there 
is an additional sum for refugee resettlement and relief in the Middle 
East of about $141 million—Israel and the Arab States. 

The CuarrMan. I was inquiring particularly with regard to Europe, 
but it is all right to have this other information. 

Mr. Harriman. In Europe, sir, it is $1,400,000,000 to cover the 
countries in the Lisbon plan. 

The CuarrMan. That is economic aid. 

Mr. Harriman. That is the defense support, which is for commodi- 
ties of one type or another to help them carry out their expanded mili- 
tary efforts. 

The Cuatrman. What I am talking about here, no matter what you 
call it—it is supposed to be economic aid; is it not? 

Mr. Harriman. It is economic aid, but it is for entirely different 
purposes than for the Marshall plan, as I mentioned yesterday, and 
it is in support of their defense effort—their very much expanded 
defense effort. 

The CuatrMan. Of course, it is all for the defense effort, according 
to your argument. As a matter of fact, we were supposed to dis- 
continue economic aid this year; weren’t we? 

Mr. Harriman. Under the Marshall plan. 

The CHarrMan. Under any plan. 

Mr. Harriman. The Marshall plan was to be completed this year. 

The Cuarrman. Instead of completing it we are just adopting the 
device of saying we have to give them all this economic aid to help the 
effort of defense. 

Mr. Harriman. Well, sir, I don’t call it a device. I think the ex- 
pansion of the European military effort is very much in our security 
interest, sir. 

The CuHarrMAN. Senator Green? I am not going to interrogate 
you any further. I will do that later. 

Senator Green, do you have any questions? 


BREAKDOWN OF FUNDS 


Senator Green. I think it would be useful if we had a statement 
from you as to how, if and when these appropriations are made, they 
will be spent; that is, how specific the gifts will be—call them eifts or 
loans, as they may be. 

Mr. Harriman. Contributions, I would prefer, to our mutual 
security, sir. How specific they will be? 

Senator GREEN. Yes. 

Mr. Harriman. There is a schedule of illustrative figures both for 
the commodity support, economic aid as the chairman calls it, but in 
support of the military efforts by countries, and there is an illustrative 
schedule of where our military equipment would go. So far as the 
equipment is concerned, that will be sent in accordance with priorities 
that are established by the NATO commanders, particularly General 
Eisenhower, subject to, as General Bradley testified, the final decision 
on the part ‘of the Joint Chiefs of Staff and the Defense Department. 
That military aid will go to the countries that are moving forward 
with their program of “expanding their military units. It will go 
month by month to those units that are combat Teady, ready to take 
the equipment, and a certain amount will also go for training those 


~~ —, me, in af he AA i oe 


— — 





re 


lle 
we, 


he 


di- 
ili- 


‘ou 


ent 
nd 


led 


ing 
lis- 


ear. 
the 
the 


eXx- 
rity 


rate 


nent 
they 
‘ts or 


utual 


h for 
yut in 
‘ative 
is the 
rities 
oneral 
cision 
ment. 
rward 
ill go 
o take 
those 


MUTUAL SECURITY ACT OF 1952 31 
units that are being activated. The figures we prefer to give you in 
executive session on the military side and will be presented by a 
representative of the Defense Department. So far as commodity 
support is concerned, that will be given in detail country by country. 

Of the one billion four, about six hundred million, roughly, is con- 
templated for the United Kingdom, four hundred million for France, 


and the other four hundred million for the other NATO countries of 
the Lisbon plan. 


HOW THESE SUMS WILL BE SPENT 


Senator Green. Are all these sums to be paid to the governments 
of these countries? 

Mr. Harriman. We will operate in the same manner that we have 
been following. They are funds available for the countries to order 
specifically approved commodities that will have to be screened in 
detail by the MSA to satisfy ourselves that they are necessary and 
essential in order to maintain and expand the military establishment 
these countries have agreed to undertake. And they will vary, 
depending again upon the performance of each country and the needs 
of each country. 

Senator Green. The distinction I want to bring out is whether 
these sums will be spent in those countries or to the governments of 
those countries. 

Mr. Harriman. The funds will be available for the governments to 
order these specific commodities to be imported into their countries. 

Senator Green. Then they are to be paid for specific purposes? 

Mr. Harrman. They are to be paid for specific commodities or 
machinery that is needed for the defense program. 

Senator Green. How specific are those instructions? How far do 
you go in requirements of either social or economic import? 

Mr. Harriman. They vary; the character varies from country to 
country. So far as Great Britain is concerned, she has placed orders, 
I should say, for a very large munitions production. It is about 
60 percent of the entire program for Europe, and the intention is to 
help her with her over-all import program, whether it be certain 
commodities like grain to help feed her people, or whether it be 
specific commodities that go into military items. 

Britain did convert a substantial amount of her heavy manu- 
facturing industry into the production of planes, tanks, guns, and so 
forth, and therefore has not got the amount of exports which she 
otherwise would have had to pay for the imports necessary for her 
expanded military production. If she were to reconvert back to 
civilian types, it would reduce her production of munitions by several 
times as much as the amount of assistance we are suggesting to help 
her with her import program. 

Senator Green. Then, taking Great Britain as an illustration of the 
general principle, some of it may be spent for imports and some of it 
may be spent to encourge production there? 

Mr. Harriman. There will be some items of machinery and 
machine tools to go directly into munitions production, There will 
be nothing for the purpose of the Marshall plan, which was general 
economic rehabilitation. It will be to help the program of defense. 
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Senator GREEN. I am trying to clarify the situation, not to pin you 
down. 

Mr. Harriman. Perhaps I am confusing it instead of clarifying it. 

Se nator GREEN. You say “general provisions of the Marshall plan.” 
Why do you say “‘general’’? 

What I am trying to find out is whether any of this money will be 
used for production in Great Britain itself. 

Mr. Harriman. The figures, broken down, show about 58 percent 
for industrial commodities to help stimulate, and to go into defense 
production; 30 percent of the over-all figure is for agricultural com- 
modities, and the balance is freight. That is for Europe as a whole. 

Senator GreEN. I am talking about Great Britain as a specific 
illustration, because you used it. 

Mr. Harriman. Yes. I used it because in many of the other 
countries, there is a greater proportion of raw materials needed to 
put into defense production, and things like petroleum products, 
which are common use items for both military and civilian purposes. 

Senator Green. Then, as I understand it, in any specific country, 
the whole sum need not be spent for imports from other countries. 

Mr. Harriman. All defense support funds will be spent in the 
dollar area for imports of goods and services. All of it will be spent 
for such imports from the dollar area. 

Senator GREEN. The whole amount? 

Mr. Harriman. The whole amount except for some small portion 
that is used as special assistance through the EPU mechanism. 


CONDITIONS ON ECOMONIC AID 


Senator Green. Then the only condition attached to the expendi- 
ture of this money by a foreign government is that the whole of it 
must be spent on imports from dollar countries; is that right? 

Mr. Harriman. Well, there are other conditions, such as that we 
approve the program, that we satisfy ourselves the imports are needed, 
that we also satisfy ourselves that they are essential in order to 
maintain the enlarged defense efforts of these countries. The imports 
will be scrutinized country by country and item by item. 

Senator GREEN. Well, now, in order to satisfy ourselves, to use 
your expression, do we attach conditions to the expenditure of the 
money? 

Mr. Harriman. Do we attach conditions? 

Senator GREEN. Yes. 

Mr. Harriman. We always attach conditions that they be used 
for the purposes th: at we spec ify. 

Senator GREEN. They can’t be used until after they are imported. 

Mr. Harriman. That is right. 

Senator GREEN. Well, then, how can you assure the satisfaction of 
those conditions if they have already been imported? 

Mr. Harriman. It was the same sort of thing in the Marshall 
plan, although for different purposes, and we consistently followed 


through the use of the imports to satisfy ourselves that they went for 


the purposes that were agreed to, sir. The system will be the same, 
although the purposes will be different. 

Senator Green. I don’t know whether I can make my question 
any clearer. I would like to find out what conditions are attached to 
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the payment to a foreign government, and how the money shall be 
spent. 

Mr. Harrman. We don’t give them the funds. We agree upon 
a list of commodities and the payments are made for these specific 
commodities that have been agreed to as being essential for the defense 
effort of that country. Then they get the commodities and they ship 
them to their country, and we check the use of those commodities to 
satisfy ourselves that they are used for the purposes that we have 
agreed they should be used for, sir. 

Senator GREEN. Well, then, they simply agree, in return for this 
gift, that they will spend it for certain specific commodities? 

Mr. Harriman. Yes, sir. Let’s take a machine tool, or a group of 
machine tools. They would be sereened as to whether they are 
necessary to help the production of certain types of munitions. We 
would approve them, and then we would satisfy ourselves that they 
would go to the particular factory that was specified. If the com- 
modity is coal, for example, it would go into the general system of 
coal use, and we would satisfy ourselves that the use of coal in that 
country was reasonably controlled so that it wasn’t wasted. 

Senator Green. Well, then, the conditions are more specific than 
just the general condition that they shall buy certain products and 
mport them from foreign countries. 

Mr. Harriman. Yes, sir. 

Senator GREEN. Is that right? 

Mr. Harriman. And then you will recall a similar process that 
they had under the Marshall plan. When the ‘y sell, for instance 
coal to their citizens, the counterparts are set aside and the counter- 
parts are only spent for the purposes that we agree to. So we have 
control both of the commodity that is imported and the use of the 
counterparts, and in most cases the counterpart will go directly 
the defense budgets to make an extension 

Senator Green. Then there are other conditions attached than 
those that you said in the beginning. You stated in the beginning 
that the only condition attached was that it should be spent for the 
import of certain articles or raw materials. 

Mr. Harriman. Well, the use of the counterparts ‘ have the 
control of their use, and the main condition throughout is ths at we must 
be satisfied that our assistance is for the support of an increased 
defense effort 

END-USE SUPERVISION 


Senator Green. Well, then, vou follow the thing further to find 
out to what manufacturers, we will say, or classes of individuals, the 
imports are given after being imported. Is that right? 

\M[Ir. Harriman. Where it is for a specific purpose, why yes. Lf it 
is a general commodity, if we were to help the British to import grain 
for example, we satisfy ourselves that the grain is absolutely essential 
to maintain the present British austere standard. And hats, as | say, 
if it is coal, we cannot watch every ton of coal, but we satisfy curselves 
that the distribution system is well taken care of, and that the coal is 
needed in order to make it possible to maintain the factories. 

Now, take a commodity like coal. You have got to have enough 
coal to keep the population warm, and if you don’t have enough coal 
it means a reduction in power which reduces the industrial production 
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and therefore the military production effort of that country. We 
do not watch every shipment of coal as to exactly which use it goes to 
because—take in the case of France, what she may import from us 
is a small fraction of her total coal. 

Senator Green. In order to satisfy yourself of these conditions, 
do you specify industries or specify individual corporations in those 
industries to which these raw materials or these tools shall be assigned. 

Mr. Harriman. So far as the equipment is concerned—machine 
tools, for instance—yes. So far as a common-use item is concerned, 
where it can be used both by the civilian economy and the defense 
effort, we satisfy ourselves that they give high priority to the defense 
effort so that the defense effort will get the needed raw materials in 
order to carry on the necessary industrial production for defense, the 
munitions production. 

Senator GreEN. And do you specify particular corporations within 
their defense effort to which these may be assigned? 

Mr. Harrman. No. Take a commodity like copper, for example. 
Copper is used in the munitions industries and in certain other 
industries that are essential—running the railroads or building what 
is needed to keep the civilian economy going. We do not think it is 
of any value to follow the particular shipment that is bought with 
our funds. The important thing is to see that copper is conserved, 
and that the amount of copper that a country may have, the necessary 
amount of copper, goes to the defense munitions production. 

Senator Green. Then, suppose it is machine tools rather than raw 
materials. 

Mr. Harriman. That goes directly to the specific plant which is 
converted for munitions production, sir. 

Senator Green. You select the specific plant? 

Mr. Harriman. No. The country states the plant where this is 
needed, and it is checked to see whether it is needed. 

Senator GreEN. They suggest a plant, but you exercise a veto 
power over its selection? 

Mr. Harriman. I don’t know whether it is right to say ‘Veto.’ 
Well, you can say “Veto,” yes. We do not approve it. Unless we 
think that that is a wise expe nditure, we would not approve it. 

Senator Green. That is the same system that was used under the 
Marshall plan; is it not? 

Mr. Harriman. It is the same principle, except for entirely 
different purposes. 

Senator Gren. That is, the general objective is different, but the 
machinery used is just the same; is it not? 

Mr. Harriman. The administrative procedures are exactly the 
same. 

Senator GREEN. The administration, | mean—— 

Mr. Harriman. Yes. 

Senator GREEN (continuing). Is just the same. 

Mr. Harriman. Except we bring into it the representatives of the 
Defense Department, the officers that are over there to help in screen- 
ing the requirements. 
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DISTRIBUTION OF BENEFITS FROM UNITED STATES AID 


Senator Green. The reason I am asking these questions is because, 
although the Marshall plan achieved its main purpose of improving 
the economic condition of specific countries to which funds were 
assigned, faults in its administration developed which were quite 
serious, in my opinion and in the opinion of many of my colleagues, 
in that no attention was paid as to the benefits, the distribution of the 
benefits. There were benefits to the country, undoubtedly, and that 
was the main purpose of the Marshall plan, but no attention was 
paid, until very recently, at the very end of the Marshall plan, to the 
distribution of the benefits. For instance, there would be an appro- 
priation made, we will say, for the benefit of a certain manufacturing 
plant. It might be an addition to the building; it might be new 
machinery provided. But all the benefits that accrued from that 
new machinery went to the owner of the plant, and there was general 
complaint in the country at large that the workers got none of the 
benefits of such appropriation obtained from us, in the last analysis. 

Now, after that was brought to their attention toward the end of 
the Marshall plan period, the people in charge of the plan at least 
paid tribute, verbal tribute, to the fact that it was necessary to see 
that the benefits were distributed not to the employers alone but to 
the employees. If, as we assume, one of the purposes of the Marshall 
plan was to fight communism, to the extent that the employer got all 
the benefits and the employees got none, or very little of it, instead 
of fighting communism it helped communism. 

Mr. Harriman. Well, Senator, the industrial companies under the 
Marshall plan paid for the machinery in the local currencies. Take, 
for instance, the expansion of the steel production or coal production, 
or expansion of any other industries. The industrial company paid 
for that machinery in the local currency. It was not a gift to that 
industry. The counterparts that came from the payments by the 
company were used by the French Goverament for purposes which 
we approved, some that went to workmen’s houses, some that went 
for other purposes, he ‘Iping the general economy. 

Now, France is ove of the countries where there has been criticism 
that under the Marshall plan certain classes of French society im- 
proved their conditions st than the workmen did. That, in my 
opinion, is a fact. The reason, however, does not come from any thing 
in the operation of the Marshall plan; it comes from the fact that the 
French have had a system of collecting their taxes by indirect taxes, 
turn-over taxes, sales taxes, rather than from income taxes on indi- 
viduals and corporate profits. 

The French Government has increased its taxes and improved its 
method of collection, and it is hoped that they will collect more from 
the better-to-do people and from industry, and as a result have a 
better distribution of the national income as between the different 
classes. 

Part of the difficulty came from the fact that France has had 
inflation, both during the Marshall plan—it stabilized for a period, 
and then after Korea she has had a further problem with inflation. 
During those periods a man with a fixed income, whether he be a 
worker or a salaried worker, does not get his wages increased as ok 
as the increases of price levels, whereas the farmer or the merchant, 
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or the industrialist dealing with goods, is usually able to maintain a 
better income position because his selling prices go up with inflation. 

Now, it is a fact that, so far as France is concerned, wages have 
gone up I think in the last vear equal to the increased prices, but it is 
still my judgment that the French worker does not get what we would 
consider a fair share of the national income as compared to certain 
other classes. 

Now, that is a problem of the French Government; it is a problem 
which they are alive to, and are gradually dealing with, but this idea 
that we gave the industrialists machinery is not true. They paid for 
it, paid for it just as they always have in the past. 

However, it is true that their income taxes are not as great as 
such taxes are according to our system. 

Now, in most other countries there has been a very fair distribution 
of the national income as between the different classes. A good deal 
of our counterparts in Italy were used for land reform and for other 
things that would improve the conditions of the people. The social 
improvement in either France or Italy has not gone as far as we would 
have liked to have seen it; but, after all, those are problems that the 
countries themselves must work out. What we can do is to attempt 
to encourage them in the direction that we think is useful. 

Senator Green. To use France as the follow-up of that illustration 
which you selected, I did not 

Mr. Harriman. The reality is that this problem does come up 
largely in France and Italy. It does not come up in the other coun- 
tries, sir. 

Senator Green. In France, as I say, there was this unfortunate 
byproduct of the Marshall plan. 

Mr. Harriman. I think there has been some confusion about the 
fact that the worker did not profit. He did improve his condition 
very much, because when I came to France the French worker was 
living on a ration, as were all the people, of 200 grams of black bread 
a day, which was two-thirds of the ration of black bread they got 
under German occupation, and anyone who says that the condition 
of the French worker has not improved during the operation of the 
Marshall plan is just making an inaccurate statement. 


UNEQUAL DISTRIBUTION OF BENEFITS FROM MARSHALL PLAN 


Senator GrEEN. An accurate statement would be that the general 
economic situation of the Marshall-plan countries was improved; so 
the criticism did not go to that phase of the Marshall plan, to its 
main purpose. The criticism is directed to the fact that the benefits 
of the Marshall plan were unequally distributed, and that in certain 
specified cases it was the capitalist class, the emplover class, that got 
the benefits, and the general public and the employees got a very 
small part of the benefit, and that only indirectly in the general 
economic improvement of the country. 

Mr. Harriman. Could I say 

Senator Green. I would like to have your comment. 

Mr. Harriman. Could I say that in my opinion, with the general 
improvement of the conditions of the French which was stimulated 
by the assistance we gave France, the worker did not get his relative 
share of the improvement of conditions as against other classes. 
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POSSIBLE CONDITIONS ON UNITED STATES AID FOR BETTER DISTRIBUTION 
OF BENEFITS 


Senator GREEN. Now, my question is: What effort is made to avoid 
that same result in making these expenditures under this bill that we 
learned could be avoided under the Marshall plan and were not? 

Mr. Harriman. In the Lisbon plan there Was an agreement among 
the countries that they should see that the burden of the added defense 
effort was equitably shared among the different classes or groups 
economic groups, Within the country. The problem of 
method of taxation, is one of the Ways, and pe rhap the best way, by 
1, 


i taxation. the 


which you can see that the burden is equita divided, and also, 
of course, by the control of prices of farm products and food commen- 
surate with the control of the wages. And it is right to say that 
France has increased her wages to ke pup i i 
change in the price structure. 

Senator GREEN. The point is, in view of this experience in the past, 


would it not be hye tter to impose some conditio ison the riIVIt) - Ol thre se 


y 
} 


: 
» in the last vear with the 


funds to a specific country to make sure that this thought of the 


Marshall plan is not defeated, rather than depend On a hope that if 
will not be? 
Mr. Harriman. I think that Congress can express its objectives 


and its intent, and they have always been useful in helping the admin- 


istration bring appropriate influe nee on the policies of the cou , 

But you cannot—we cannot—fix the tax rates; they vary from 
country to co intry. The whole question of the tax s ru ture is one 
which differs country by country, and I would not suggest that we 
try to set any standards, bee: use | don’t think that we can: | don’t 
think they are workable across the board. It is true that we are con- 
tinuing to attempt to influence the policies of the countries. There 
has been a substantial tax reform in France and a vigorous tax reform 
in Italy. 

We are also attempting, through the productivity drive, to increase 
productivity, and through increased productivity to see that the 
rewards of increased productivity go to the workman in an appropriate 
way. And that is something which I think you yourself have shown 
great interest in, and have been very helpful to us in givin 
about. 

Senator Grren. Thank you very much. Iam trying to be helpful 
now. 


aavice 


PRACTICABILITY OF ATTACHING SUCH CONDITIONS 


Would it be possible, when an appropriation is made, say, of a 


million dollars to some manufacturer making munitions of war in 
France, to attach conditions that certain performances must be made 
in their treatment of their employees, that they might benefit as well 
as the stockholders and owners of the plant? 

Mr. Harriman. I don’t know how it can be defined, sir. In our 
off-shore procurement policies, one of the standards we are setting for 
procurement officers is that the plant must be paving reasonable 


wages in relation to the standards of that country, and that the plant 
is conforming to the labor laws of the country and is treating its work- 
men equitably. But the conditions in each country are so completely 


different, the wages in each industry are completely different, and | 
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think that in this program our influence to the good can come through 
appropriate placing of our off-shore procurement contracts, and I do 
think there is progress being made. 

The fact is that those countries where the Socialist Parties either 
have been in power or where they have had an influence have got a 
better deal for the working classes than in those countries where “they 
have not exerted, not been in a position to exert, the influence they 
have in the other countries. 

Now, this word “Socialist” Party is much misunderstood here, be- 
cause it is a general term. In many countries the Socialist Party is 
what we would call here a New Deal Party or a Fair Deal Party, and 
not theoretical Socialists of the historic kind. 

Senator Green. Do I understand you to state that it is impractical 
to impose such conditions? 

Mr. Harriman. I think it is impractical to impose precise condi- 
tions, sir. 

Senator GREEN. That is all. 


STATEMENT OF CONGRESSIONAL PURPOSE HELPFUL 


Mr. Harriman. | think it is quite practical to have a provision 
stating the intent of Congress, and that, if appropriately drawn, would 
be useful, sir, in my opinion. 

Senator GREEN. I am very sorry to comment that the intent of 
Congress isn’t always followed out by administrative officers 

Mr. Harrman. They have been very helpful in many directions. 
I don’t think one must minimize the effect of the statements of the 
intent of Congress. They have had very considerable influence in 
shaping the polici ies both domestic and international in the European 
relationships. 

Senator Green. Could that intent be expressed better, do you 
think, than it is in the present draft which we are considering? 

Mr. Harrman. This particular subject is not dealt with beyond the 
provisions of existing law. There was, as I say, in the Lisbon resolu- 
tion, a statement of purpose of the countries to see that the burden of 
the defense effort should be equitably borne by the different economic 
groups in the country, so that that has been, on the part of NATO, 
established as a principle. 

Senator Green. Would you see any objection to adding such pro- 
visions to the present draft? 

Mr. Harrran. No, sir; 1 would not, if I could be consulted on the 
wording of it. I would not see any objection, and I think it might 
well be helpful. 


Senator Green. Thank you. 
EFFECT OF LISBON AGREEMENTS 


The CHArRMAN. You don’t mean to imply that the United States 
is bound by the Lisbon Conference determined as to how much money 
we should give, do you? 

Mr. Harrtan. No, sir. 

The CuHarrMan. You keep on referring to the Lisbon meeting. 

Mr. Harriman. The Lisbon Conference established certain prin- 
ciples which all the countries agreed to accept. One of them was that 
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the additional burden should be borne equitably among the economic 
groups within the countries, and another principle, that we should 
work together to help expand the critical raw materials which are 
needed both by ourselves and by the European countries, and that if 
such materials are in greater supply, both we and the European 
countries can very largely expand our production. 

The CHarrmmMan. Who established those principles? Congress 
didn’t establish them. Do you mean to say we can send a delegate to 
Lisbon and he can bind us and tell us what we have got to do on all 
these matters? 

Mr. Harriman. No, sir; but this related to internal policies. I 
believe that our tax system does equitably distribute the burden of 
defense, and I do not believe that that is true of all of the countries, 
although it is true of most of the European countries. 

The CuHairMan. It is not true of France, is it? France refuses to 
revise her tax laws. 

Mr. Harriman. She is revising her tax laws, and she is collecting 
more from the higher income groups. 

The CHAIRMAN. She may be recovering more, but she does not 
recover much to start with. 

Mr. Harriman. Well, Senator, as Mr. Acheson said yesterday, 
France has spent in the war in Indochina more than the help we have 
given her under the Marshall plan. 

The CHarrMan. That shows that when we give it to her she does 
what she pleases with it. 

Let me ask you something else. You say that Congress and its 
views have been very helpful to the Department, and so on and so 
forth. But aren’t these matters of appropriations entirely within the 
Congress? 

Mr. Harriman. Certainly, sir. 

The Cuarrman. Then how have we been so helpful, when you recog- 
nize Congress as a sort of society to congratulate the departments and 
go along with what they want? 

Mr. Harriman. No,sir. The Departments try to carry out as best 
they can the will of the Congress as provided in the legislation 


ECONOMIC AID TO THE UNITED KINGDOM 


The CHarrmMan. Let’s see if you do, now. When we had this up 
here before, it was supposed that we were not going to go on with 
economic aid, and one of your first acts was to hand the United King- 
dom $300 million. Isn’t that a fact—in economic aid? 

Mr. Harriman. Yes, sir, but when the Marshall plan was enacted 
no one knew that there was going to be the overt aggression of the 
kind that we have had in Korea, and no one knew at that time that 
either we or the European countries would embark upon this very 
great defense effort for our mutual benefit, sir. 

The CHarrMANn. And therefore, since the Congress didn’t know it 
and so forth and so on, the Department took over the jurisdiction 
from there on, and handed out the $300,000,000 to Great Britain. 

Mr. Harriman. No, sir. The Congress provided for a transfer of 
10 percent. 

The CuairMan. Which it should never have done, because you have 
abused it. 
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Mr. Harriman. Well, I do not believe we have abused it, sir. All 
we can do is to follow what the Congress decides, and the situation in 
Great Britain, with the large defense effort she is undertaking, has 
developed acute economic problems which its government is dealing 
with in a most vigorous manner, as was stated by the Prime Minister 
of Great Britain to the Congress. This matter is now being followed 
up by the recommendations to the Parliament made by the Chancellor 
of the Exchequer, Mr. Butler. 

The CuarrmMan. The Prime Minister of Great Britain, when he was 
here, said he wouldn’t ask for any money, but you ran after him and 
cave him $300,000,000 after he had gone home. 

Mr. Harriman. He said, so far as I recall it, that so far as pro- 
viding what was necessary for the British people to live was con- 
cerned, that is the responsibility of the British people. He said they 
will make the maximum defense effort they can within their means, 
and if we of our own volition believed that it was wise to help them 
they would be able to make a much larger defense effort. 

Mr. Chairman, I nay say that this has been a question as to why 
we should help our friends and allies. I do want to point out, sir, 
that there is another country who is helping her satellites, and that 
is the Soviet Union. She is equipping her satellites. 

The CuarrMan. If we are to respond to that, it is for the Congress 
to do it and not the Departments, to do it. 

Mr. Harriman. Yes, sir, and we have carried out in every case 
the will of Congress. 

The CHarrman. I deny that. 

Mr. Harriman. And there is a section of the act that provides for 
this transfer. This transfer was made because in the judgment of the 
President it was necessary to sustain and increase the military effort. 
This was what was authorized by the Congress, and in my judgment 
the President made a wise decision in the interests of the people of 
the United States in making this transfer, sir. 

The CHarrMan. You advised him to make it, didn’t you? 

Mr. Harriman. I advised him to make it. 

The CuarrmMan. And of course you think it is wise, if you advised it. 

Mr. Harriman. I advised him to do it, and we consulted the 
Defense Department as well as the other agencies. 

The CHarrman. I won’t ask vou but one other question, and then 
I will turn you over to Senator Wiley. 

I want to say as a general proposition that the United States can’t 
xo on forever appropriating these large sums of money to the United 
Kingdom and to France and to all of these powers. If they are not 
willing to do something for themselves in defending themselves, it is 
not our obligation to take over that responsibility. 

Senator Wiley? 

Senator Witry. I have some questions. 


BASIC POLICY UNDERLYING THE PROGRAM 


Mr. Harriman. Well, sir, may I say in that connection, sir, that 


it is my very earnest judgment that it is very much to our interest 
to help these countries expand their military effort. They put men 
in the field and they train them and they equip them to a certain 
extent, but they are unable to carry through the full equipment 
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that is needed in modern warfare. The fact of the matter is that 
the Soviet Union is fighting this cold war, and in Korea and Indochina 
a hot war. They are in every country, spending money in every 
country. They are giving a vast amount of military equipment to 
their satellites to fight for them, directing them to carry on these 
military activities and building up their military strength as a threat 
to the free world. We are facing a world-wide struggle, and in my 
earnest Opinio! the policies that we have pursued, that the Congress 
and this committee has been so largely responsible for, are very 
much in the interests of the people of the United States. : 

The Cuatrman. Well, that is a very lovely oration. 

Throwing our money away in a lot of these countries is weakening 
us and making Russia all the stronger, is that not true? 

Mr. Harrrman. | don’t think it is weakening us, sir. I think it 
is adding to our strength. 

The Cuatrman. The more money we give away the stronger we 
get, is that right? 

Mr. Harrrman. We are facing a military threat, and for a small 
sum of money we have 

The CuarrmMan. Do you call 7 billion dollars a small sum of money? 

Mr. Harriman. | say for a relatively small sum of money we get 
our friends and allies and are able to develop forces which are, in 
terms of manpower in Europe alone, larger than ours, and around 
the world, of course, are much larger. 

The Cuarrman. All right. Senator Wiley? 

Senator Witnry. Mr. Secretary 

Mir. Harriman. Mav I just say this, sir, that the NATO countries 
are planning to spend in this current vear more than we gave them 
under the Marshall plan. In 1 year they are spending for defense a 
larger sum than all of the moneys we gave them under the Marshall 
plan. 

Senator Witry. That is all right. Probably I should have ad- 
dressed you as “Mr. Ambassador” instead of “ Mr. Secretary.” 

Mr. Harriman. No, sir. [am just plain 

Senator Witey. Mr. Harriman?’ 

Mr. Harriman. Mr. Harriman. 

Senator WiLrey. You are the Director, I suppose. 


POSSIBILITY OF CUTS IN 1953 PROGRAM 


I started to say, from the testimony of the four experts yesterday 
and from the President’s message, it appears that the 7.9 billion 
would do the job. Do you think any lesser sum would do the job? 

Mr. Harriman. No, sir; I do not. 

Senator Wriey. Do you think that that sum is what you might 
eall “untouchable,” in view of the fact that we are talking about a 
$14 billion deficit in the budget? 

Mr. Harriman. Well, it is my judgment, as I fully agree with the 
President, that if anything this sum is on the low side. 

The CHATRMAN. Why didn’t you add to it? Let's rive them four 
or five more billion. 

Mr. Harriman. It is a question of the speed with which we want 
to help countries create a strength to withstand the threat that we 
all face together. 
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Senator Wixry. I only have in mind the economic conditions in 
our own country here, and the feeling of our people. 

I understood this morning that in answer to Senator Green’s ques- 
tion you have set up what you might call a bill of particulars showing 
how this 7.9 is distributed throughout the various areas, and for 
what. 

Mr. Harriman. Yes, sir. 


SPECIFIC JUSTIFICATION FOR PROGRAM NEEDED 


Senator Witry. Could you briefly tell us just how you arrived at 
the various amounts, having in mind, for instance, what we have seen 
here in our own procurement here in this country, waste and so forth. 
What has been done to double check that item? I think you are go- 
ing to find a general tendency that there has got to be cuts, domes- 
tically, and cuts foreign, because we have to preserve the American 
dollar. If we let that go into a tailspin we are licked. I think you 
have to demonstrate your salesmanship that there is no waste, no 
duplication, and that the program is something that fits a need that 
is so imperative that there is no other course. That, I think, is the 
issue we are facing. 

Mr. Harriman. Senator, I recognize that. On the economic side 
I can only say that the prices in this country have been stabilized and 
conditions are on a stabler basis. 

Now, so far as the needs are concerned, of course I fully recognize 
that you are right, that we must demonstrate the need in each arca 
and as it relates to each country. 

On the military side the Lisbon program for the expansion of the 
forces under General Eisenhower was agreed to, and this request 
relates directly to the requirements for the equipment and defense 
support to make that possible. There is a substantial program in 
Indochina and Formosa; also one for carrying on expansion and 
improvement of the equipment of the forces of Greece and Turkey, 
and a small amount for South America, to help them, as the Secretary 
of Defense said yesterday, take on obligations which they were unable 
to take on during the past war. 

But we must, country by country and area by area, show that 
these requirements are absolutely essential. 

In these various countries we have military missions, and, as 
General Bradley explained, they do analyze and fully review require- 
ments, and as he also said, General Eisenhower and his staff review 
the priorities, so as to make sure that we don’t send equipment 
except where it is needed and also where it will do the most good. 


UNCOMMITTED AND UNEXPENDED MILITARY ASSISTANCE FUNDS 


Senator WiLtey. Do you know whether there is any unexpended 
military appropriation for foreign aid? 

Mr. Harrman. None but what was authorized by Congress last 
yesr. That has not been fully committed yet, but I am told that it 
will be fully committed before the end of the fiscal year. 

Senator Wixey. I think that answers the question, then. There is 
considerable unexpended. 
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Mr. Harriman. There is a difference between ‘ 
‘expended.”’ 

Senator Winey. Has it all been committed? 

Mr. Harriman. That part which the Congress 
session at the end of October has not been fully 
told it will be substantially obligated, and there 
of the Department of Defense here to exp] 


‘committed’ and 


‘ 


approved at the last 
obligated, but I am 
will be representatives 
ain the schedule on that, sir. 


FUNDS REQUESTED FOR JAPAN AND GI RMANY 


Senator WiLtey. Do you know whether ther 
funds to aid Japan after the treaty is signed? 

Mr. Harriman. There is no appropriation, there is no sum. 
requested for Japan. The question on plans for Japan I would ask 
that you direct to the Defense Department, sir, 

Senator Witey. Will any of the aid authorized by this proposed 
legislation be given to Germany to build up her defensive strength? 

Mr. Harriman. There is jn the request some funds to start 
Germany’s progrem. In the figures that were given yesterday there 
were no German units which will be available in 1952, but under the 
uropean defense coummunity it is planned that she will start equipping 
her forces this coming fiscal year, and there are some funds for the 
starting of the initial equipment needed to get on. with the contri- 
bution that Germany is preparing to undertake. 


e will be a request for 


REASON FOR CONTINUED NEED OF ECONOMIC 
REARMAMENT 


AID IS ACCELE RATED 


Senator Witey. You made a Statement in reply to Senator Con- 
nally’s question. I want to make sure that I am Correct in it. You 
said that the Marshall plan was a success, that it aided, together with 
the efforts of the various European countries that received Marshall 
plan aid, in bringing up the production of those countries so that they 
were ahead of what they were prewar; that it was only when this 
threat, this military threat, of Russia came into being that it upset the 
production process, or the economic forces, and required the present 
procedure. Is that about right? 

Mr. Harriman. Yes, sir. There were two basic 
into play after Korea: one, the world inflation of r 
and prices of food imports, without a comparabl 
of the exports. The second, of course, 
effort which these countries bi 
accelerated in fiscal 1951-52 
fiscal 1953. 


forces which came 
aw material prices 
e increase in the prices 
was the increased military 
‘gan during the fiscal year 1950-51. and 
, and are going to increase stil] further in 


SPANISH AID PROGRAM 


Senator Winery. Is ther 
or is that separate? 

Mr. Harriman. Last year Congress authorized $100,000,000. 
There has been a technical mission which went to Spain for the MSA 
and there has also been an analysis by the Defense 
negotiations are about to begin. 

Senator Witry. That is unexpended? 
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e in this program Spanish aid contemplated, 


Department, and 
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Mr. Harriman. That is part of the appropriations for this present 
year which will be, I hope, obligated before the end of this calendar 
year. 

ADEQUACY OF MILITARY FUNDS FOR FAR EAST 


Senator WiLtry. There has been some criticism that the amount of 
military aid planned for the Fast East and Japan is so small as not to 
represent any real defensive strength. 

Mr. Harriman. As I say, Japan is not included in this program. 
There is in this appropriation assistance for strengthening the military 
situation in Formosa, Indochina, and certain other countries that are 
subjected to the threat of subversive Communist activities. 


RECENT DEVELOPMENTS IN EUROPE 


Senator WiLey. You spent considerable time in Europe. Are you 
encouraged by recent developments? 

Mr. Harriman. Well, 1 am very much encouraged by the deter- 
mination of the responsible ministers of the governments to go for- 
ward with, and the high priority they are giving to, expansion of their 
military efforts. There is a good spirit in all of the countries to do 
their share, and I have been encouraged very much by what we found 
could be done in getting forces ready in 1952 in combat effective con- 
dition. What has disturbed me was the slip back which occurred in 
the economic situation for the two reasons which I gave, because of the 
change in the price levels of raw materials and because of the very sub- 
stantial military efforts of most of these countries. 

Senator Winey. In view of what you just said now 

Mr. Harriman. And may I add to it that in all of the cases that 
I know of, the Parliaments, or the majority in the Parliaments of the 
countries, have endorsed the military programs. They have all got 
universal military service since Korea. ‘They have all extended the 
term of service, and the Parliaments have approved those steps. 

Senator Witey. In view of what you said, I s you mean that 
you are encouraged by conditions. Now, 1 want to know whether, 
in considering the amount we should Scaciita for military and 
economic aid to Europe, it is not true that we have to examine the 
whole policy of this Government, domestic and foreign. You just 
said you were encouraged by foreign conditions. 

Mr. Harriman. I said I am encouraged by the spirit and the deter- 
mination of our friends-and allies. 


DOMESTIC FACTORS TO BE CONSIDERED IN WEIGHING THE PROGRAM 


Senator Witey. Then let me carry on. Isn’t it true that we have to 
examine the whole policy of this Government, domestic and foreign, 
involving among other things the significance of an unbalanced or a 
balanced budget, the question of a depreciated dollar or of maintaining 
the dollar; the question of uninterrupted production and the require- 
ments to meet domestic needs as well as military needs. 

Now there are all those issues. So we go back to the question, Do 
we not have to examine the whole policy of Government, and then 
make our determination? Do you agree on that? 

Mr. Harriman. That is obviously the responsibility of the Congress, 
If you care for my personal opinion on it, sir, I will be glad to give it. 
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Senator WiLtey. Suppose you were a Senator, and felt things were 
encouraging in Europe, as you have said. But you know that there 
was in the United States a large middle class of people with investments 
in Government bonds—pensioners, insurance policy annuitants—who 
have already had over 50 cents out of every dollar taken away from 
them by a depreciated dollar. You saw the situation around the 
world and you have seen these encouraging signs; you have seen 
Adenauer in Germany and the adoption of the Schuman plan; you 
have seen the nations getting together on the European Army; and 
vou have seen Eisenhower’s army. Won't you have to look a little 
bit inside of America, and not simply overseas, to see what the effect is 
going to be on our economy? 

I am serious about that. You are a Senator; put yourself in our 
shoes. 

Mr. Harriman. There is no doubt in my mind that we can control 
inflation in this country, either by the form of appropriate taxes, 
credit controls, and other forms of direct control. I believe that we 
can and I believe that we should, and I believe that we should prevent 
a further rise in prices. I think it can be done. 

So far as Europe is concerned, which is my responsibility, I want 
to tell you that all of these programs and plans, and the moving 
forward toward integration in Europe and the establishment of a 
unified Europe, and the carrying through of the assignment that was 
given to General Eisenhower to build up strong forces, depend upon 
our contribution. It is a fact that we are enormously the most 
productive country in the free world. I believe it is a fact that our 
total gross national product equals the total gross national! product, 
or is about the same as the total gross national product, of all of the 
free world put together, although we have only 10 percent of the 
population. It was startling to me to analyze it in that way. 

Senator Wirry. Where would you cut the budget if you had a 
chance to cut it, the $84,000,000,000 President’s budget? 


BURDEN ON THE UNITED STATES ECONOMY 


Mr. Harriman. I am familiar with our Mutual Security Program. 
I have general knowledge of the defense budget. I would not cut 
them. Iam not familiar with the domestic budget, but it is a small 
part of the total budget and I don’t know where to cut. I believe 
we can stand this budget, and I believe it is to our interest for the 
next several years to go forward, and I believe that if we do we can 
see a secure world. I think if we hesitate now, as I said yesterday, 
sir, We are running grave risks. I think this country can stand the 
program, and I think the people of the country will get back of it 
vigorously and go forward with it. 

I think the people of the country, though I haven’t been around as 
much in the last 6 months as I have been before, are vitally interested 
in their own security and the security of the world which so vitally 
affects them. I think we have to make determinations on balance 
of risks and I think we are on the way to solving the situation. 

Senator Witey. Do I understand you to say we have to have 
more controls on prices and on labor? 

Mr. Harriman. I am not saying that, sir. I am not responsible 
for it and I haven’t given it detailed study. But I believe that we 
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can by appropriate indirect controls and direct controls control our 
price levels. 

Senator Witry. What would be the effect of a $14 billion deficit 
and more printing press money? 

Mr. Harriman. Well, sir, I don’t think it is appropriate for me to 
reply. I have not given sufficient study to it. There is a question 
of a budgetary deficit and also a question of a cash deficit. The cash 
deficit is less, I understand, but I am not in a position to answer it. 
It is not my responsibility and I have not had the time to give as 
much study to it as you have, sir. 

Senator Wiiey. I want to make it plain, Mr. Harriman, that we 
realize that, in the vernacular, this thing in Europe is your baby, 
and you are doing a grand job in trying to present the facts. But 
Europe is just one facet of our problem. Our problem reaches into, 
as | have already enumerated, the question of maintaining the 
dollar, of trying to balance the budget, of trying to satisfy these 
taxpayers who are already rising up. 

At the same time we recognize that Russia has got to be contained. 
The question is, how best? We heard testimony just the other day 
by a very distinguished e itize n—I won’t mention his name—who said 
that he felt that there wasn’t any danger in the immediate future of 
Russia going overboard, and he gave reasons. 

Now, it seems to me all those things have to enter into consideration 
by us as to whether or not we want to unbalance this budget, whether 
we want to start again a depreciated spree with this American dollar. 
Those are vital to us, at least, vital matters that I think you, too, must 
be concerned with. 

Mr. Harriman. | am concerned as an American citizen and a tax- 
payer. I believe these problems can be handled and I do not believe 
that it is wise to jeopardize our security. And if I were a Senator— 
you asked me the question—TI would vote to authorize the full appro- 
priations asked for. 

Senator Wiiey. Thank vou, sir. 

The Cuarrman. Mr. McMahon. 


IMPROVED MORALE IN EUROPE THROUGH MARSHALL PLAN 


Senator McMaunon. Mr. Harriman, [ have considerable sympathy 
with Senator Green’s desire that there be a more equitable distribution 
in Western Europe of the national income. I think that is all to our 
advantage. 

Mr. Harriman. Yes, sir; I agree, sir. 

Senator McManon. I am glad that you agree to that. I do not 
think that we should overlook the dividend, though, that has come to 
the people of France and Western Europe from the Marshall plan; and, 
as I see it, that is the elimination of the threat and the fear that existed 
in 1947, 1948, and 1949 that their liberties would be taken away from 
them and that they would join their brothers behind the iron curtain. 
I] don’t think we ought to lose sight of the fact that that is one of the 
dividends to all of the people of ‘Western E urope that they got out of 
the Marshall plan, in my opinion. Don’t you agree to that? 

Mr. Harriman. The results that were achieved in the other coun- 
tries were not as completely achieved in France and Italy. In other 
words, the Communist Party influence in most Western European 





~~ As 


tl 


WwW 





re 


V, 


O, 
1e 


se 


d. 
LY 
id 


of 


on 
ier 
aur’. 
ist 


thy 
ion 
our 


not 
e to 
und, 
sted 
rom 
ain. 
the 
it, of 


oun- 
ther 
pean 


MUTUAL SECURITY ACT OF 1952 47 


countries is down to negligible proportions, but in France and Italy 
internal subversion is still a threat and causes difficulties, and I fully 
agree that we should not overlook what was troubling us in 1947 so far 
as those two countries are concerned. 

Senator McManon. Yes; but at least they are not slaves. They 
are still free. 

Mr. Harriman. They are still free, and they have their trade- 
unions, but unfortunately the Communists have subst: intial control 
of labor in the major industries. They gained control of all of the 
trade-unions in France and Italy, or the main trade-unions, not all of 
them, in those two countries. Progress has been made by the fres 
trade-unions, encouraging progress, and we shall continue to take an 
interest in the kind of things that you are speaking of, sir. 


FUNDAMENTAL PHILOSOPHY OF THE PROGRAM 


Senator McMaunon. Well, now, Mr. Harriman, it strikes me, in 
view of some of the questioning that you have had this morning, that 
perhaps we should return to some fundamentals. Do you think that 
this program was correctly named when it was called foreign aid? 

Mr. Harriman. No, sir. I think the present program is better 
named. I think, of those two words, the word ‘foreign’? has an un- 
pleasant connotation to every country. Somehow we have all been 
brought up not to like foreigners. Aid is something that nobody 
particularly likes to give and most people don’t like to receive. 

I think we are on a far sounder basis today in the achieving of our 
objectives in considering the program as mutual security. There is a 
mutuality about it. In all countries it puts us in a quite different 
position, and I believe that it is a fact that what we are doing is a 
contribution to mutual security, helping other countries do their full 
share in contributing to that security. 

Senator McManon. Well, now, mutual security. Let’s examine 
that phrase. Why are we interested? You may think that these 
questions are somewhat academic, of the sixth- or seventh-grade cate- 
gory, but I think»we might as well lay a foundation here for what we 
are trying to do. In other words, if this is not a necessary program 
and if the United States is not faced with a threat, then let’s get out. 
If the threat is there, let’s do what is necessary to meet it. If the 
survival of this country is at stake, then is this the way we meet this 
threat, or a part of the way we meet it? And all the talk about 
balanced budgets and all the talk about giving money away is not the 
answer to whether or not this country is going to survive or whether 
this threat exists. Is that not true? 

Mr. Harriman. I believe it most deeply. 

Senator McM anon: Reasonable men can differ as to the nature of 
the threat and the immediacy of it. That is true, is it not? 

Mr. Harriman. That is true. I think I have said it. 

Senator McManon. And reasonable men can differ as to the means 
we take to meet the threat. 

Mr. Harriman. That is correct. 

Senator McManon. Would you prefer that I examine somebody 
else on the nature of the threat, in view of the fact that it is a military 
threat? 
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Mr. Harriman. | would be very glad to answer any questions that 
I can in regard to it. The details of the size of the military threat you 
might wish to examine someone else on, but it is also a political threat 
The ways that it is finding expression are political and economic as 
well as military, so I will be very glad to try to answer any questions, 
sir. 


NATURE OF THREAT FACING THE UNITED STATES 


Senator McMaunon. All right. Go ahead and describe what you 
regard the nature of this threat. Let’s get down to fundamentals here 
and see what we are doing. 

Mr. Harriman. I think we have to take certain factors to start 
with. I do not believe this country can survive if the sources of the 
raw materials are in the hands of unfriendly people who are determined 
to destroy us. It is not just a question of carrying on a military pro- 
gram. 1 do not think this country can survive in a democratic way 
if the raw materials on which our life is dependent and our future is 
dependent are in the hands of unfriendly people who are determined 
to destroy us. 

From the standpoint of meeting, or preferably preventing, another 
world war and of being successful in facing it should it be brought 
upon us, which I do not believe will happen if we act wisely and 
determinedly, it is a fact that Europe largely holds the balance of 
power, industrial power, as between the resources, the industrial 
resources, of the Soviet Union and the United States. If you combine 
the capacities of Europe with ours, the preponderance of strength is on 
the side of freedom today. If Europe had fallen under the Kremlin’s 
domination, as I believe she thought would happen until the Marshall 
plan was conceived and carried out by our Government, by the legis- 
lative as well as the executive branch, we might have faced a situation 
which would have been unmanageable. 

We have vital interests in all parts of the world. The methods that 
the Kremlin is using are internal subversion in all parts of the world, 
and we have seen in Korea their readiness to use their satellite countries 
to embark upon overt aggression. Of course, we saw it before in their 
use of minorities in Greece, but it was not until Korea that we saw 
open aggre ssion. 

Therefore we come to a situation that in my judgment we can now 
say we are exposed to a military threat, and that is why I believe the 
Congress and the people of Europe embarked upon a strong military 
rearmament program, and I believe when we get to a point where we 
are strong enough to make attack unprofitable that we will be in quite 
a different position than we are today. I can’t believe that we would 
be ready to live in a world of fear. 

I think we have got to get ourselves to a position where overpower- 
ing larger resources are readily available from the standpoint of military 
strength. 


UNITED STATES DEPENDENCE ON FOREIGN RAW-MATERIAL SOURCES 


Senator McMaunon. Mr. Harriman, there has been some suggestion 


from Senator Wiley particularly about keeping America strong. Of 


course, I agree with that. I agree we must keep America financially 
solvent. Of course we must. But there are some other elements that 
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go into keeping America strong, and one of them is in having the basic 
materials to run our industry, which you have correctly described as 
the apex of this arch. 

Mr. Harriman. You are correct, sir, in my judgement 

Senator McManon. I would like to say that, of the 16 basic mate- 
rials vital to American heavy industry, the United States is re lativel 
self-sufficient in only 6. Our dependence is graphically illustrated 
by the requirements of strategic materials for the M-47 tank. The: 
include 1,915 pounds of chromium, of which 100 pereent Is importec 
950 pounds of manganese, of which 93 percent is imported; 520 pounds 
of nickel, of which 99 percent is imported; 100 pounds of tin, of which 
100 percent is imported; 6,512 pounds of bauxite, the ore of aluminum 
of which 65 percent is imported; 1,418 pounds of copper, of which 
42 percent 1s unported. 

Now, if vou cut off those metals supplies, | take it that it 1 


be your opinion that the United States would find itself in a ver) 
critical state so far as carrying on not only its heavy industry, but 
carrving out the making of the implements of war that would be 
imperatively necessary if we were to adopt the “Fortress America’”’ 


theory. 
Mir. Harriman. I don’t think we could fight a war on the “Fortress 


i 


America” theory, but in addition to that we could not live, and we 


would be in the same position as the present Sovie atellutes We 
would be sending an economic mission to Moscow pleading with them 
to let us have some of these things to | ‘ep our life going Chat would 
be the position that we would be in if the sources of thes VD rial 


fell under Kremlin domination. 

Senator McMaunon. Mr. Harriman, on the militat threat. ] 
realize there is some of this subject that we will have 
execubllve Session. 


Mr. Harriman. Yes, sir. 


MEETING THE SOVIET MILITARY, POLITICAL, AND ECONOMI( THREAT 


Senator McMaunon. But, for the record, would you say that the 
threat that is poised by the Soviet Union at this time, the military 
threat that is poised, unless it is countered and deterred, is one that 
could be put into action against us to the point where the survival of 
this Nation would come into question? 

Mr. Harriman. | think, unless we get the free world strong enough 
to prevent that aggression, we will find that we will gradually lose 
area after area to a point where we would be impotent even if they 
did not start a third world war. If they started a third world war, it 
would be an extremely difficult situation for all of us 

| do believe, sir, that we can prevent another world war if we go 
forward vigorously and get ourselves in a position where it would be 
unprofitable to attack us. 

Senator McManon, Unprofitable for them to make the gamble? 

Mr. Harriman. That’s right. 

Senator McManon. There is no consideration, no moral considera- 
tion, so far as they are concerned. The question that will arise is 
strictly a pragmatic one: “Can we do it, or had we better wait and 
try to exhaust them?” I realize that they are going down a two-way 


ry 


street. I hey are posing the military threat on the one hand. and they 
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are keeping the pressure on us to exhaust ourselves economically. 
And no one who had any good sense would advocate any measures 
that were not designed to balance the need of meeting both of those 
threats. 

Mr. Harriman. We must meet both of those threats. It is my 
guess that they think that a rearmament program is apt to prevent 
what would happen according to the Communist doctrine; namely, 
the capitalist countries going into an economic collapse and having 
vast unemployment so that the Soviet then will be able to move for- 
ward with their Communist subversion. I do not think that the 
Communists look upon these efforts that we are making to rearm as 
reducing our strength. I think they look upon them as being an 
increase of our strength and putting off the day when we will have 
this much-advertised ¢ depression which they anticipated. 

(Discussion was off the record.) 


PROCEDURAL MATTERS 


Senator McMaunon. Mr. Chairman, could we have an executive 
meeting at 10 o’clock on Monday, before the 10:30 meeting, so that 
we can dispose of a pending motion? 

The CuarrMan. I think that will be all right. 

Senator Futprieur. Are all these witnesses to be examined 
executive session following these public sessions? Are we to have an 
opportunity to question them in executive session after we have them 
in public session? 

The CuarrMan. It is up to the committee if they decide they want 
executive sessions. We will be glad to have them. 

I want to announce that the Japanese Peace Treaty comes before 
the Senate today; and, of course, this committee is particularly 
interested. I think we had better recess now until Monday. We 
will meet in executive session on Monday at 10 o’clock, and at 10:15 
we will meet in open session to finish with Mr. Harriman. Senator 
McMahon says he has a number of questions yet, so we will have to 
have you come back. 

Mr. Harriman. At what time, sir? 

The CuarrmMan. At 10:15. 

Mr. Harriman. I am available, of course, at any hour and any day 
the committee wants me. 

The CHarrMAN. Suppose you show up about 10:15. 

Very well; we will stand in recess. 

(Whereupon, at 12:15 p. m., a recess was taken, to reconvene in 
executive session at 10 a. m. Monday, March 17, 1952.) 
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CONTINUANCE OF THE MUTUAL SECURITY PROGRAM 


MONDAY, MARCH 17, 1952 


Unitrep States SENATE, 
ComMITTEE ON ForEIGN RELATIONS, 
Wash ington, p<. 

The committee met, pursuant to adjournment on Friday, March 14, 
1952, in room 318, Senate Office Building, at 11 a. m., Senator Tom 
Connally (chairman of the committee) presiding. 

Present: Senators Connally, George, Green, McMahon, Fulbright, 
Sparkman, Gillette, Wiley, Smith of New Jersey, Hickenlooper, and 
Tobey. 

The Cuarrman. Let the committee come to order. 

Senator McMahon, when we recessed the other day, you were 
questioning Mr. Harriman. You have the floor now to complete your 
questioning. 

Senator McMaunon. Yes, sir. I will try not to unduly prolong it. 


COMMITMENTS MADE AT LISBON CONFERENCE 


Mr. Harriman, at the last meeting of NATO at Lisbon, certain 
commitments were made by our allies as well as by ourselves. 


TESTIMONY OF THE HONORABLE W. AVERELL HARRIMAN, 
DIRECTOR FOR MUTUAL SECURITY —Resumed 


Mr. Harriman. That is right, sir. 

Senator McManon. Now, would you sketch the nature of the 
commitments that were made at Lisbon? 

Mr. Harriman. Basically, there were a number of important deci- 
sions. The first related to the welding together of the European de- 
fense community, which provides for Germany participating in the 
defenses of the west. The second related to approval of the plan of 
action for the military build-up in Europe, under which the partici- 
pating countries agreed to provide the 50 divisions that were spoken 
of in the testimony previously, and the 4,000 aircraft and additional 
naval units. In addition there was a plan of action which related to 
cooperation among the participants in seeing that equipment was used 
to the greatest advantage and under which each country would do the 
casks which it was best fitted to do to get a collective balanced defense. 
Different countries agreed to undertake specific tasks, some of them 
to extend their military service and improve their training, and to 
carry out many detailed activities in connection with the Lisbon plan 

We, for our part, have our division stationed in Europe and certain 
air units. We also agreed to carry through on a high-priority basis, the 
provision of the equipment that we have indicated would be availabl 
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out of appropriations which have been already approved. Also, it is 
quite clear, however, that additional appropriations will be needed 
carry out the plan effectively. 


MSA PROGRAM RELATIONSHIP TO NATO PLANS 


Senator McManon. Now, are the provisions of this bill tied in with 
the NATO agreements? 

Mr. Harriman. Yes. The sums asked are tied into the NATO plan 
of action. 

Senator McMaunon. In other words, in making up this figure, the 
executive department has agreed that this is what is necessary to im- 
plement the NATO agreements at Lisbon. Is that correct? 

Mr. Harriman. That is correct. 

Senator McManon. Will you describe the relationship, Mr. 
Harriman, between General Eisenhower's headquarters and yourself 
and the Pentagon with relation to the part that his headquarters 
plays in making up the budgetary requests for the implementation 
of this agreement? 

Mr. Harriman. The budgetary requests, of course, were made up 
entirely by the American side. Our military have missions in each 
European country and a regional mission which analyzes the require- 
ments of each country. We also have military production experts 
who analyze what will be produced in Europe. Then we have the 
MSA group which is analyzing the financial side and determining 
what is needed to carry out this progr: - from us. 

It is a team job. Mr. Draper, the United States special repre- 
sentative now coordinates all of these activities in Europe. 

Our people all consult with General Eisenhower and SHAPE 
checking the requirements. It is also planned that General Eisen- 
hower’s staff will recommend priorities as to distribution of equip- 
ment not only our equipment but also the equipment that comes from 
European sources in order to make certain that the equipment will 
x0 only (o those units that are ready or require it for training purposes. 
In order that we may get the maximum effective force during this 
current wae as well as building the foundations for an expansion 
next year. There is the greatest cooperation between General 
Eisenhower and his SHAPE staff and our people in arriving at the 
decisions which the executive branch has made and on which are 
based the requests for authorizations and appropriations of the sums 
specified in the bill. 


BASIC REASON FOR CONTINUANCE OF ECONOMIC AID TO EUROPE 


senator Ni NI \HON Mr. il; arriman, of course there has be nh con 
siderable comment and disappointment, 1 might add, on the fact that 
we designed the Marshall plan for a certain period. But it seemed to 
accon plish many of its ob Jatteeih if not all of them. We, of the 
Coneress, and the (merican people hoped that the program would 
cease iis vear, that we would be throu oh with it. Instead of that, we 
now have not only a continuation of aid for Europe, but we have an 
increase in the amount that is being asked of the Congress. It is 
labeled differently, but the amounts are larger, ae the disappointment 
of the Congress and the American pr ople at being asked to appropriate 
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huge sums, and pay large taxes, of course, is understandable. Of 
course, to you and to me the reason why this has to be so is fairly 
obvious. It is apparently not so obvious to some other people. 

As a matter of fact, our budget for national defense, if you want to 
call it that, the part of our defense appropriations not ‘connected with 
the NATO and not connected with our defense of our interests in the 
Middle East and the Far East, the amount of our expenditures, do- 
mestic expenditures, Pentagon expenditures, some 2 years ago, was 
how much? Do you recolleet approximately? 

Mr. Harriman. Approximately 12 billion. 

Senator McManon. $12 billion. And now, of course, it has risen 
to something like what? $51 billion? 

Harriman. As I recall it. Don’t keep me to this, but some- 
where around $52 billion is requested in this year’s budget 

Senator McManon. We have gone from 12 billions to 52 billions 
in2 vears. Now, that is a very great increment in addition. 

Mr. Harriman, what has motivated the increase from $14 billion 
to $52 billion in our domestic establishment by way of defense? 

Mr. Harriman. The fact that we know that the Kremlin is ready 
to use Overt aggression as we have seen it in Korea, and that we cannot 
live exposed to aggression, and that, consequently, we must build 
up military strength, not only our own but also that of our friends 
and allies who are ready to fight for the cause of freedom with us. 

Senator MceManon. And so the expenditures here have been caused 
by events over which we had no control. 

Mr. Harriman. That is correct. 

Senator McManon. And by the threat of the Kremlin. Is that 
correct? 

Mr. Harriman. That is correct. 

Senator McManon. And so that is the reason why, _ stead of being 
able to abandon the Marshall plan, we find ourselves \ the position 
of helping our allies prepare their defenses, which are keyed in with 
out defenses 

Mr. Harriman. That is correct. And they have increased their 
military expenditures. They were running, as I recall it, about $5 
billion a year. Now, this coming year, they will be about $14 
billion, 

ALTERNATIVES TO MSA PROGRAM 


Senator McManon. You know, it is very easy to criticize and to 
suggest that the course that is being pursued is a burdensome one. 
| do not know anybody particularly that wants to carry any cana. 
But I think it important, Mr. Harriman, that the American people 
know what the alternative is. 

Let us assume either that we cut this program to the point where I 
might want to vote against it myself, on the theory that if you cut it 
far enough what is left is not worth anything, or that we do not appro- 


. 
priate anything, a more unlikely assumption, of course. I notice 
that the United States Chamber of Commerce has been handing out 
releases to the effect that it can be cut, 1 believe, by some $5 billions. 
At that point I also announced that I would vote against anything, on 
the theory that we would be throwing the 2 billion away. What is 


the alternative to this program? Let us get that squarely in front of 
the American people. And give it to us as graphically as you can. 
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Mr. Harriman. I believe it is disaster. I beheve it is riskmg our 
security. I believe we would come to a point where it would be utterly 
impossible for the American way of life to survive. As I said last 
week when I was here, | think from the standpoint of raw materials 
we would be in a position where we would have to go to the Kremlin 
and beg for the things that we needed to keep our produc tion going. 

Now, Europe alone is the balance between industrial capacity which 
is pre ponde rantly on the side of the free countries, 2, 3, and 4 to 1, as 
against what the Kremlin has now under its control. If Europe falls 
under the sway of the Kremlin, the balance of industrial potential is 
so closely evened up that through their slave state methods they could 
expand military production to a point where we would have to, in 
order to try to meet it, go to a practically total mobilization footing. 
If you lose Europe, you are very apt to lose large areas upon which we 
depend for the raw materials—Africa, the Middle East, and southeast 
Asia—and then we would be in the position where we could not do 
what some people suggest, arm to the teeth ourselves. We would 
not have the raw materials with which we could conduct our arms 
program. 

Therefore, under such a course, I can see nothing but disaster 
ahead of us. 

Senator McManon. Mr. Harriman, you give us your conclusion 
that it would be disaster. Are you of the opinion, or are you not, 
that the aid and sustenance that we are giving, both by way of our 
troops in Europe and our appropriations, is the thing which is making 
possible the NATO structure? 

Mr. Harriman. Our assistance—our troops, the weapons, and the 
defense support to buy the raw materials—are absolutely essential to 
the NATO structure. 


REASON FOR EUROPE’S CONTINUING NEED FOR ASSISTANCE 


Senator McManon. How about those who say, “Well, after all, 
they are defending themselves. Why can they not do it? They are 
interested in staying free, we assume. Why do the *y need any money 
from us? Why do they need any support? Why can they not do it 
themselves? And if they can, let them do it, and we will not be 
faced with this fortress America business.’’? 

Mr. Harriman. They are willing to put their men in the field. If 
the Lisbon plan goes through, there will be more men under arms in 
Europe than in our total Defense Establishment. The required capi- 
tal build-up of equipment is so great that Europe does not have the 
industrial capacity to produce the airplanes, the tanks, and the other 
complicated weapons. That is a fact which any analysis will show. 
A fighter aircraft in World War I cost about $8,000; in World War IT, 
about $50,000. Today it costs between three and four hundred 
thousand dollars. 

That is typical of the increases in cost of the types of weapons which 
are necessary to have well equipped allies. And I do not know why 
we sent our troops to Europe if we did not want to have the units 
that were fighting alongside of them to have the fire power which 
would make them effective to our own forces, or to have modern 
airplanes alongside of our airetaft there. I just cannot understand 
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the argument which would lead to the thought that we did not need 
well equipped forces alongside of our own. 

The one problem of Europe is the fact that Korea overtook the 
Marshall plan. For. the first three years of the Marshall plan, $12 
billion was utilized, as against the $17 billion which was estimated. 
I think perhaps for another billion it would have been completed, 
without Korea. You would have had a self-sustaining Europe, 
except perhaps in the case of a country like Austria and one or two 
others. As events have turned out, the Kuropeans have expanded 
their military effort—more than doubled it in a number of cases 
and the rise in the cost of raw materials which they have to import 
to maintain this effort is so great that it is essential that we help them 
get the raw materials. 

It is a fact that if we cut off the defense support, not only will we 
destroy the whole plan, but also purely from an economic standpoint, 
they would be forced to reduce their military effort by about 2! times. 


RELATIONSHIP OF EUROPE’S DEFEN SIVE STRENGTH TO “DEFENSE 
SUPPORT” 


Senator McMauon. Now let us stop right there. That is the last 
thing I want to talk to you about. I do not want to take all your 
time. I just want to get this defense support phrase clearly estab- 
lished, and what it means. 

It has been alleged that it is another fancier name for economic 
support, that it is economic aid, that it is a method of beating the 
devil around the bush. Now, if I understand you correctly, what you 
contend is that the so-called defense support is directly related to 
the number of troops that the Europeans can put in the field. 

Mr. Harriman. That is correct. 

Senator McManon. So the less defense support, the less troops; is 
that it? 

"Mr. Harriman. The less troops, and the less European production 
of arms. 

Senator McMauon. And therefore, less defense. 

Mr. Harriman. Less defense. 

Senator McMaunon. So if you want the same amount of defense 

Mr. Harriman. If we want the same amount of defense, we would 
have to spend between two and three times as much in getting the 
results which are involved in the Lisbon plan. 

Senator McMaunon. I am not agreeing with your contention at the 
nremient, but I want to see if I understand it correctly. It is your 
contention and your position that the defense-support items in this 
budget are directly related to the number of troops, and there ‘fore the 
caliber of defense that we have in the field in Western Europe? 

Mr, Harriman. Nutiber of troops and the weapons which they 
can produc e in Europe. 

Senator McMaunon. And the weapons which they have? 

Mr. Harriman. That is correct. 

Senator McMauon. So that if we cut the defense support out, as 
has been suggested, then either one of two alternatives faces us: First, 
you can make up your mind that you can do with less troops and less 
defense; or, second, if you are going to have the same amount of 
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defense, then vou are going to provide it with American troops and 
American equipment. Is that vour position? 

Mr. Harriman. There are three alternatives: First, less European 
forces armed; second, more military equipment from the United States, 
with a value about two and a half times that of the proposed defense 
support; or, third, American troops armed by ourselves. The last would 
perhaps cost five times as much as the figure which is included in this 
request for defense support and involves the difference between 
having our allies under arms, as against our own men. 

Senator McManon. And then the other alternative, namely, that 

‘just have less defense in Western Europe? 

Me. Harriman. The alternative is less defense, and I am afraid, 
sir, it goes beyond that, because if this momentum is stopped, you 
cannot tell whether we ever will recapture this moment again in 
historv, where the French and the Germans are ready to combine 
their forces and we are ready to get a unified Europe, which it has been 
the will of Congress to achieve, and an effective NATO with a momen- 
tum to move forward, instead of taking a backward step, m which 
event I question whether we could ever recapture again the present 
psychological situation which presently exists. 

Senator McManon. Thank vou verv much, Mr. Chairman. 

The CHatrMan. Senator Smith? 


DUTIES OF THE DIRECTOR OF MSA 


Senator Suirn of New Jersey. Mr. Harriman, I am going to ask you, 
in the first place, a few questions I call housekeeping questions, in 
order to check back on the activities of the MSA with the legislation 
of last vear, if I may. 

Section 501 (b) of the act of last vear provides: 

Exeept as otherwise provided in this act, the director shall not hold any other 
office or employment with the United States and shall not have any other respon- 
sibilities except those directly related to the coordination, supervision, and 
direction of the program covered by this act or otherwise conferred upon him by 
law. 

Just for the record, Mr. Harriman, will you state whether you, as 
Director, have complied fully with that provision of the law? 

Mr. Harriman. I have, sir. 


CUT OF ECA PERSONNEL 


Senator Smiru of New Jersey. Now, there is another provision of the 
law that I would au to ask vou about. It is 504 (d). It provides 
that on and after January 1, 1952, the number of United States citi- 
zens emploved by the Mutual Security Agency shall be at least 10 
percent less than the number employed by the Economic Cooperation 
Administration on August 31, 1951; provided that the Director of 
Mutual Security shall cause studies to be made from time to time for 
the purpose of determining whether further reductions in personnel 
are “feasible and consistent with the accomplishment of the purposes 
of this act. 

I may say that I reeall that last vear, because we were winding up 
ECA, there was a strong feeling that we should reduce the personnel 
of ECA abroad, and that in bringing the MSA forward we could handle 
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it with less personnel. Now, has that section 504 (d) to your knowl- 
edge, been carried out? 

Mr. Harriman. Yes. As of the first of January, if I reeall it 
correctly, there were 16 percent less Americans on the MSA Adminis- 
trative payroll at home and abroad than on August 31, 1951. The 
larger cut was abroad. And, of course, there were included some 
additions to some of the newer missions in the Far East. But the 
over-all administrative cut was 16 percent. 

I should point out that I have two responsibilities; one, as co- 
ordinator, and one, as the Administrator of MSA. If you add to the 
total figure the figures for personnel in my own office as coordinator, 
which [ am not sure is quite fair, the overall cut would be 13 percent. 

Senator Smiru of New Jersey. How would that over-all figure com- 
pare with previous ECA figures? 

Mr. Harriman. That is what I am saying. That is the over-all 
cut from ECA. 

Senator SmirH of New Jersey. Have vou any figures to show how 
many American personnel are now being paid by MSA funds in Paris, 
London, and other parts of the world? 

Mr. Harriman. | will be glad to put that in the record. As I re- 
call it, there was a substantially greater cut abroad than at home. | 
think in the office of the special representative it was cut about 25 
percent. Some of the missions were cut more than others. In some 
of the missions there is an even greater need than before to cooperate 
with the military. Some of our industrial people are very much it 
volved in advising the military about where offshore procurement 
contracts can be placed and how to get increased productivity. 1 will 
be glad to submit the over-all figures abroad for the record. 

Senator Smrru of New Jersey. I think we should have them in the 
record at this point. I am sure on the floor we will be asked about 
those cuts. There was a rood deal of imsistence last veal that the 
cuts be made. And with the winding up of ECA we gave a promise 


to those supporting us that those changes would be made 

Mr. Harriman. I will get the figures, put them in the record, and 
send a copy to your office. 

(The material referred to is inserted on p. 68.) 


DETERMINATION OF ECA POWERS AND FUNCTIONS NECESSARY 
TO CARRY ON MSA 


Senator Smiru of New Jersey. There is another section I also want 
to ask you about, and that is 502 (c), which says that the Committee 
on Foreign Relations of the Senate and the Committee on Foreign 
Affairs of the House of Representatives shall be informed as to which 
of the powers, functions, and responsibilities as transferred by this 
subsection are found after June 30, 1952, to carry out the duties con- 
ferred by section 503. On June 30, 1952, we will wind up the old 
ECA, and it will be necessary by April 1, 1952, for the President to 
indicate to our respective committees what duties vou should carry 
on that were previously carried on by the ECA Director. 

Mr. Harriman. That will be done very shortly, certainly before 
the first of April. 

Senator Smiru of New Jersey. Then we can figure that that will be 
taken care of. 
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I am wondering whether this year we will have to have further 
legislation redefining your powers based on the recommendation by 
the President. 

Mr. Harriman. No, the draft of the bill which is before you covers 
the points which require legislative actions. 

Senator Siri of New Jersey. Will you indicate the sections? This 
is just, again, for housekeeping purposes. 

Mr. Harriman. There are a series of changes. Certain powers 
need to be continued—such as authority to pay “the transportaton on 
CARE packages. I think that last year 503 pretty well did the job, 
Senator. There are a few minor changes, which have been suggested 
in the act, which carry out substantially what was in the minds of 
Congress last year. 

Senator Smitu of New Jersey. Well, would this be a fair statement, 
then, that section 503, which I have before me here, and which defines 
what your duties or responsibilities shall be after the ECA goes out of 
existence on June 30, 1952, gives you the necessary power for carrying 
on the work you have been doing? 

Mr. Harriman. That is substantially so. In order to carry on 
some of these defense support programs—strengthening the economy 
on Formosa, and in the Philippines and elsewhere in the Far East— 
we are asking for a change in one of the paragraphs. But those are 
small points. By and large, last year’s legislation did the job, sir. 


MSA INFORMATION PROGRAM 


Senator Smirn of New Jersey. Passing to another subject, Mr. 
Harriman, to information services. We get rumors all the time that 
the MSA has one group of information people and the State Depart- 
ment has another group, and the technical cooperating group has 
another group of information people. 

Have we consolidated those, are they all working separately now? 

Mr. Harriman. Of course, there is no technical cooperation group 
in any place there is an MSA mission. We are combining in the 
embassies, step by step—most of it is under way or is about to take 
place—the informaton service of MSA, emphasizing the defense 
aspect, and the more normal USIS in Europe and USIS around the 
world. We are taking the best men, putting them together, and 
developing a unified information service in each embassy. 

The character of the work, of the two groups of course, was different. 
The USIS work was general United States information, whereas 
the ECA task had been to work with the Europeans in developing 
and improving an information service among the European countries 
and other private organizations. We hope by combining the two 
that we will get the best men from each service. The over-all total 
will be substantially reduced from last year. 

Senator Situ of New Jersey. You have those representatives, then, 
coordinatirg with the gentleman from the State Department? 

Mr. Harriman. This comes under Mr. Wilson Compton. And, 
of course, we have arranged, sir, that Mr. Draper represents the 
Secretary of State, the Secretary of Defense, and myself, on all 
NATO and Mutual Security Program affairs, and his office, the Office 
of the special representative in Paris, will represent all three aspects 
of our work as it relates to NATO and the Mutual Security program. 
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He will have one staff, and in each embassy the ambassadors will be 
the heads of country teams combining all United States elements in 
the program, so that we will get a coordinated program. I may say 
that the legislation passed last year has been extremely helpful in 
carrying out the coordinated program. 


ALLOCATION OF MILITARY END-ITEMS FOR DOMESTIC AND FOREIGN 
ARMAMENT PROGRAMS 


Senator SmirH of New Jersey. Now I pass to another subject, Mr. 
Harriman. I would like to ask you how the military end items are 
marked for the MSA. Evidence has been brought forward in the past 
indicating that when production slippages occurred in the United 
States, the foreign-aid program bore the major brunt of this slippage. 
In other words, if we were not moving fast in this country, the foreign 
aid was reduced correspondingly ; and we always lean toward buil ling 
up our own strength here first. The question is whether the alloca- 
tions are arranged when the contract is first let, or when the goods come 
off the line and then divide them up. 

Mr. Harriman. Allocations are made by the Secretary of Defense. 
It is more the competing requirements in Korea, and to a lesser extent 
in Indochina, that have made necessary a slowing up of the program 
for delivery to Europe. As the President said in his message to 
Congress, and as bas been testified, the NATO is now being given 
very high priority. It is the present program to deliver to Europe 
$12 billion of equipment during the present fiscal year and fiscal 
1953, in order to catch up on the delays which occurred, as I say, 
primarily because of Korea, and to some extent due to the slippages 
in production. 

Senator Smirn of New Jersey. Then when you start your program, 
you do not mark certain things for MSAP and certain other things for 
other parts of the world, or certain things for the home front. You 
have to wait until you see your production come qut. 

Mr. Harriman. The allocations are made month by month, but 
they are now projected to catch up and carry through with the Lisbon 
plan, which Senator MeMahon spoke of. 

Senator Smiru of New Jersey. The reason I asked this question is 
that 1 was in Korea in December, and I was told that there were cer- 
tain shortages there. Ll asked why there should be shortages at the 
fighting front, and they said there were certain priorities in Europe. 
| wondered whether that was true. 

Mr. Harriman. This priority was not established until January. 

Senator Smirx of New Jersey. For Europe? 

Mr. Harriman. For the NATO; yes. 

Senator Sarva of New Jersey. Then information [ had, thet there 
had been some expected receipts of equipment in Korea that did not 
arrive because they were diverted elsewhere was a mistake? 

Mr. Harriman. I can’t answer that, sir. I think it would be 
more appropriate to direct it to the Secretary of Defense. 

Senator Smiru of New Jersey. Could you outline the procedure by 
which the requirements 

Mr. Harriman. Of course, may I say that Korea has top priority, 
of course. 
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Senator Smitx of New Jersey. 1 was assuming that Korea, being 
the battlefront, would have top priority at the present time. That is 
why I was surprised by the answer I received when I was there. 


PROCEDURE FOR DETERMINING END-ITEM PROGRAM AND COST 


Could you outline the procedure by which the requirements for 
our end-item program were arrived at and the cost figures arrived 
at? Can we get that from the Department of Defense, the number 
of tanks, number of airplanes, and so on? 

Mr. Harriman. We have a military mission, composed of Army, 
Air, and Navy personnel in each country. These missions analyze 
the requirements together with the Defense Establishments of those 
countries. Then such analysis is checked with General Eisenhower 
and SHAPE, and these estimates arrived at. 

I want to make it plain, however, that the equipment will go to 
those units which are well organized and well trained. Those will 
have the highest priority, and under the Lisbon plan, as far as his 
command is concerned, General Eisenhower and SHAPE will recom- 
mend the units, the countries and the units in each country to which 
the equipment will go. Those units that lag will get it later. Those 
that are ready will get it first. 

Senator Samrru of New Jersey. I assume that in our regular session 
we will get a breakdown of some of those figures. 

Mr. Harriman. We will give those figures in executive session, on 
a country-by-country basis, both in terms of what each country is 
producing itself and what this addition means in terms of their having 
effective forces by the end of this year, and enough for training purposes 
through 1953. 


RATIO OF “DEFENSE SUPPORT” TO “MILITARY ASSISTANCE” 


Senator Smirn of, New Jersey. Now, in regard to this expression of 
defense support, which Senator McMahon brought up this morning, 
and which I am very much interested in, have we developed a ratio 
formula in percentages or doller terms between the end item military 
aid and what we call defense support? I mean, is it 85 percent, 15 
percent, 90 percent, 10 percent, or does it vary with the different 
countries, or in Europe as a whole? 

Mr. Harriman. It obviously varies with different countries, but 
we will try to show you country by country what effect the withhold- 
ing of defense support would mean to those countries and to their 
ability to carry out the military programs that they have undertaken. 
Roughly, it has been estimated that the loss would be two and a half 
times the $1.4 billion of proposed defense support for the Lisbon plan 
countries. 

Senator Smiru of New Jersey. What you mean by that is that if we 
do not give this defense support, as you testified to Senator McMahon’s 
question, we will be called upon to meet the same need for military 
preparedness in these other areas in ways that would cost us that much 
more. 

Mr. Harriman. If we want the same defense; which, of course, I 
believe we do. 
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PURPOSE OF ‘“‘DEFENSE SUPPORT’’ IS MILITARY PREPAREDNESS NOT 
ECONOMIC RECOVERY 


Senator Smiru of New Jersey. Then every figure you have got in 
the bill you are presenting, that we are building up this y is 
directly related to the whole defense program any way you ak at it. 
We are not delving into economic recovery of any countries. You are 
only putting in the economic items, so to speak, in order to make it 
possible for those countries to develop their military strength. Is that 
correct? 

Mr. Harriman. This relates to our NATO countries, including 
Greece and Turkey, but it does not relate to Austria, where, as you 
know, the situation is different. It also does not relate to certain 
programs in other parts of the world under the point 4 principle, 
nor to programs for refugee resettlement in Israel and the Arab states. 
But as far as NATO countries are concerned, the defense support, 
while of course it is economic assistance, has a purpose which is 
entirely different than the Marshall plan, and it is all directed towards 
making it possible for these countries to carry through the 
programs which they have undertaken and agreed to. 

Senator Surra of New Jersey. Then this applie s to title I and that 
portion of title Il that applies to en and Turkey 

Mr. Harriman. That is right, 

Senator Samira of New a Tt probably would not apply to 
titles III and IV. 

Mr. Harriman. All of the defense support for Greece and Turkey 
is in title I, whereas the military end-item assistance for Greece and 


Turkey is in title IT. 


military 


THE MEANING OF “INFRASTRUCTURE” 


Senator Smirx of New Jersey. Now, Mr. Harriman, I recall some 
statement the Secretary of State made, that he did not understand 
what was meant by this term “infrastructure” which has been used in 
some of the releases on this whole subject. What does that mean? 
And is it involved in any way in this bill we are considering now? 
Have we any responsibility to understand the infrastructure, which 
frankly I do not understand. 

Mr. Harriman. Now, the request for funds for our share of infra 
structure will be in the military requests. 

Senator Smirx of New Jersey. You mean in this legislation? 

Mr. Harriman. No; in the public works construction budget. 

Senator Smita of New Jersey. Oh, the military budget, entirely 
apart from this. 

Mr. Harriman. But in a word, infra structure can be defined as 
the common facilities which are needed for the common forces to be 
used by the forces as a whole. 


CONTROLS OVER OFFSHORE PROCUREMENT CONTRACTS 


Senator SmitH of New Jersey. When we let foreign contracts for 
construction abroad for some of these military supplies, what in gen- 
eral is our procedure for reviewing such contracts and keeping track 
of them? 
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Mr. Harriman. You mean those that we let in the offshore pro- 
curement contracts? 

Senator Smirx of New Jersey. Yes. Supposing we have some con- 
tracts for construction of tanks or guns or something in France or 
Italy or somewhere else? 

Mr. Harriman. We have Army, Air Force, and Navy procurement 
officers in Europe. They report to General Handy, and they get the 
assistance of the military missions in each country as to the decision 
on the capacity of the country. They also inspect the plants to see 
whether they are capable of carrying out the contracts. There will 
also be whatever else is appropriate in the way of inspection to make 
sure that the equipment delivered is in accordance with the specifica- 
tions which are established by our Joint Chiefs of Staff; also to make 
sure that the weapons, whatever they may be, are approved by our 
Joint Chiefs of Staff as effective weapons. 

Senator Smiru of New Jersey. Well, we do underwrite the contracts 
let by foreign governments for military construction? And if so, what 
control do we have over prices charged by these foreign construction 
firms? 

Mr. Harriman. Well, I think that insofar as infra structure is con- 
cerned, which is in the public works construction budget, it would be 
better for the Secretary of Defense to answer that question. I am 
speaking of offshore procurement. 


OVERSEAS COORDINATION OF MSA WITH UNITED STATES FOREIGN POLICY 


Senator Smrrx of New Jersey. Mr. Harriman, we have, of course, 
operations in many countries of the world. I am wondering what the 
organizational relations between the MSAP and our other foreign rela- 
tions are, particularly the operation of our embassies and legations. 
You were concerned with that, I believe, when you were the roving 
Ambassador for ECA. You did an outstanding job. Are you carry- 
ing on the same kind of relations between our embassies and commis- 
sions with the MSAP? 

Mr. Harriman. Mr. Draper is the special representative, repre- 
senting the Secretary of Defense, the Secretary of State, and myself, 
as it relates to NATO and our whole Mutual Security Program, 
both on thé military side and on the military-end items, offshore 
procurement, and the defense support sides. In each embassy, the 
NSA is in many cases merging with the economic missions of the 
embassy, and there is also the military mission. The ambassador 
will be the leader of that team, and will see that the whole operation 
is coordinated. 

Senator Saurru of New Jersey. As I recall it, the ambassador in each 
country would be the top coordinator; is that correct? 

Mr. Harriman. That is correct. The Defense Department will 
have its military representatives in those countries not only to develop 
the program, and supervise it, but also to arrange for sending the teams 
necessary to train the units of the particular country in the use of new 
weapons or to arrange for the training program generally. There is a 
certain amount of money included in our request to help train some 
of the forces that are being developed. 

Senator Smrru of New Jersey. You, as the United States Director, 
contact the embassies directly, the ambassadors? Or do you work 
through the State Department? 


wh 
bil 
tra 
me 


< 
giv 
to j 
effe 
Th 
If t 
enc 
wit 
sup 
h 
we 
arn 
of t 
offs 
wei 
( 
ine 
self 
the 
the 
are 
the 
this 
liev 
tha: 
you 
S 
mig 
pou 
hel; 
N 
typ 
thes 
wou 
in Kk 
and 


EFF] 


Se 
I wi 
with 
that 
of tk 





'0O- 


m- 
or 


ont 
the 
ion 
see 
will 
ake 
ica- 
ake 
our 


ucts 
hat 
tion 


‘on- 
d be 
am 


LICY 


urse, 
t the 
rela- 
ions. 
Vv ing 
arry- 
nmis- 


epre- 
yself, 
eram, 
‘shore 
ff the 
of the 
ssador 
ration 


n each 


it will 
evelop 
‘teams 
of new 
re is a 
1 some 


irector, 
u work 


MUTUAL SECURITY ACT OF 1952 63 


Mr. Harriman. I have supervision and general direction of the 
whole program, but the Department of Defense has primary responsi- 
bility for carrying out that part of the program relating to military 


training, as well as the program for end items and offshore procure- 
ment. 


NECESSITY FOR MILITARY END-ITEM PROGRAM IN ADDITION TO 
DEFENSE SUPPORT 


Senator Smrru of New Jersey. Now, this is a question that has been 
given to me a number of times, and I would like to get your answer 
to it. It is suggested that the Defense Board Support assistance is so 
effective because the Europeans can make things cheaper than we can. 
They will have plants to do it if we will furnish the special machinery. 
If this is true, why must we authorize more than $4 billion for military 
end-items? In other uae could we not achieve the same result 
with less cost to the American taxpayer if we were to give only defense 
support assistance, and let the Europeans make their own armaments? 

Mr. Harriman. The furnishing of defense support is one way that 
we help increase production and increase the number of men under 
arms in Europe. In addition, as we have indicated, a billion dollars 
of the $5 billion would be used, if Congress approves, for what is called 
offshore procurement, that is, the purchase abroad of some of the 
weapons or equipment that are required. 

Offshore procurement has several purposes. One of them is to 
increase the production in Europe so that the Europeans can get on a 
self-sustaining basis after the capital build-up; to help them produce 
their own spare parts and also certain other types of production which 
they could continue to produce themselves. The end-items which we 
are sending them are of the type which, by and large, they have not 
the capacity to produce, or where we have greater ability to produce in 
this country. That is a very general answer, but by and large I be- 
lieve it is correct. It is keeping a balance between the two objectives 
that of a military build-up and that of expanding production—that 
you have in mind. 

Senator Smirn of New Jersey. I understood that the time element 
might enter into that, too. Ihave asked the question to bring out the 
point why it is necessary for us both to go on producing here and also 
help production abroad with our defense-support aid. 

Mr. Harriman. They have certain types of industries, but not the 
types of industry we have. This makes it possible for us to produce 
these weapons or equipment rapidly. Moreover, in many cases, it 
would cost substantially more to set up the necessary production lines 
in Europe, and the time element would drag the program on for years 
and years. 


EFFECT OF UNITED STATES INITIATIVE ON MORALE AND SPIRIT OF 
PARTNERS 


Senator Smirn of New Jersey. Now, I have a very gereral question 
I want to ask you. It was suggested by a meeting we had recently 
with a very eminent gentleman. The suggestion that came to me was 
that we may be taking so much initiative in Europe and other parts 
of the world to push this program for collective security that our allies 
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will lose incentive to move ahead themselves and come to the conclu- 
sion that, well, if the United States is pushing so hard and doing this 
thing, ‘“‘We can lay back in the traces and just let them do it.” 

Now, I am wondering what your experience has been in your con- 
tacts on that particular question. 

Mr. Harriman. Well, the British and French have gone forward 
with such a heavy program on their own steam that they are finding 
it difficult to carry it out. I think that is perfectly clear. Moreover, 
in the case of those two countries, in the course of the analysis of the 
Temporary Committee of the Council with which I was involved, 
each of the countries came forward with programs which they wanted 
to undertake. After analysis, I think, in practically every case, they 
agreed to do more, in improving their military establishments, in 
undertaking better training, by initiating longer service, or by spend- 
ing additional money. This is completely a mutual program, Senator, 
and there has been, of course, Communist criticism of the United 
States for urging this program on the Europeans. However, I found 
the Ministers with whom I dealt were very anxious to see the build-up 
take place, and indicated a real sense of pride in having their countries 
do their fair share. ; 

Senator Sairu of New Jersey. Do you think that during the past 
year their spirit has picked up? 

Mr. Harriman. Very much so. It has been very much stimulated 
by the setting up of the supreme commander. General Eisenhower 
has given great inspiration to the whole program. 

From our analysis, we have found that some of the smaller countries, 
when they could see the value of the whole program, recognized the 
important part that each of them played, and their sense of confidence 
and determination was quite obvious. 


EFFECT OF FOREIGN AID SPENDING ON UNITED STATES ECONOMY AND 
BUDGET 


Senator Smitx of New Jersey. You made one statement on Friday, 
Mr. Harriman, that bothered me a little bit. J think it was Senator 
Wiley, or possibly Senator Connally, who stated this: Here we are 
faced in round numbers with $60 billion for our own military program. 
Here is a request for $8 billion for the foreign program. It is $68 
billion. It looks as though our over-all national budget will be around 
$85 billion. And it has been suggested that the maximum amount we 
can raise by taxes is around $70 billion, leaving a deficit of anywhere 
from $10 billion to $15 billion. 

I understood you to say that that might be true, but that that wa_ 
not in your jurisdiction, and that your responsibility was for present 
ing this foreign situation. It occurred to me that it is vital that those 
of you who are administering foreign aid must consider the whole 
picture and must consider whether we are going to have a deficit which 
inevitably would result in inflation, at least, unless we find some way 
to reduce this total. Why should not those of us here in the Senate 
committee be thinking in those terms? ; 

Mr. Harriman. As I recall the figures, they come to about $56 
billion for our own major security program, and $8 billion for this 
program, making a total of $64 billion. I expressed the opinion to 
Senator Wiley that I felt we should go forward with the whole program, 
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both our own military, and the Mutual Security Program. I also 
expressed the opinion that we can prevent inflation. It is not for 
me to say how the Congress decides on taxes, but it is possible, by 
indirect controls, controls of credit, to prevent inflationary pressures, 
even with a moderate deficit. It can’t go on forever that way, but 
it can for a period of time with certain controls. 

Now, I believe, myself, we should move forward rapidly. I think 
the danger is so great that our national survival is at stake. I would 
spend the money, and I believe it is quite possible for the United States 
Government to prevent inflation and to maintain the stability of the 
dollar with the present budget. That is my personal judgment, and 
I have no undue concern if the Congress gives the necessary authori- 
zations and if they are well administered. 


ESTIMATED 3-YEAR COST OF MSA PROGRAM 


Senator Samira of New Jersey. I recall last year this question came 
up, and General Eisenhower and others estimated we would be at the 
top of the hill in 3 or 4 years, and that then we could ease off this total 
annual contribution. I think the figure last yeer was $8 billion for 
about 3 vears, a total of $24 billion for the total picture of that set-up. 

I am wondering whether you have had reason to revise those figures, 
whether you think your figures still would be roughly $24 billion. 

Mr. Harriman. Senator, under the Lisbon plan it was decided 
there should be an annual review of the NATO program. Before 
the participating countries accepted the 1952 commitments and tenta- 
tive targets for 1953, it was agreed there should be an annual review, 
which would take into account international tensions, the develop- 
ment of newer weapons, and other factors. 

We must recognize that we are in a cold war, and it is impossible to 
predict precisely what the requirements will be as the future unfolds. 
I have expressed the personal opinion, or judgment, if you will permit 
me to use that word, that when we do get a build-up of strength in 
Europe and other parts of the world, backed by our own Military 
Establishment and strategic air force, the political tensions will change, 
and we will be able to develop a situation which will make it possible 
for us to level off this capital build-up—which would mean a reduction 
of the expenditures which we have to make for defense. 

To be precise about that, I think would be unrealistic. 

During the period of capital build-up, where we are producing 
equipment in large volume, the expenditures are very much greater. 
I believe that when we get strong forces developed in Europe, it will be 
easier to tie our own Military Establishment into that, than it is 
today. The hope for getting a lower military budget rests not only 
in a reduction in international tensions, but also in the speed with 
which we develop the strength, potential strength, of our friends and 
allies around the world. 

Senator Smitu of New Jersey. Mr. Chairman, J am expected on the 
floor and therefore I will have to discontinue now. I had a few more 
questions, but I believe other witnesses will be able to answer them. 

Thank you, Mr. Harriman, very much for your very clear answers. 
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MSA, DEFENSE, AND STATE PERSONNEL ABROAD 


Senator Futsricut. Mr. Harriman, pursuing to some extent the 
same line of questions that Senator Smith opened up with, with regard 
to the administration, do you have available figures on each country 
as to the administrative set-up? 

Mr. Harriman. On the what, sir? 

Senator FuLtsricut. On each country, on your administration. 

Mr. Harriman. We will have a breakdown, as we have had in the 
past, of the way the program breaks down between each country, 
both on the economic and on the military side. The military side 
will be in executive session, however. 

Senator Futsricut. First, I was thinking of the administration. 
I will come to the program itself a little later. 

But I wondered if you could supply the committee with the precise 
figures, showing the number of employees that you have in each 
country. 

Mr. Harriman. Certainly. 

Senator Futpriautr. And do you have in any of your installations 
people borrowed from the military? 

Mr. Harriman. The military have their own missions in each 
country. 

Senator Futsricut. Working on this program? 

Mr. Harriman. Working on the security program; yes. 

Senator Futpricut. I think because of the number of criticisms 
that have been leveled at this Administration, both in the press and 
otherwise, it would be a very good idea if that could be a complete 
list of all the employees, whether it is in the MSA directly or some 
allied activity of our Government in each of these countries. It is a 
matter on which some very fantastic stories are told. I think it 
would be a good idea if it was clarified. 

Mr. Harriman. Would you like the size of the military missions 
as well as— 

Senator Fu.pricut. That would not be too difficult to obtain, 
would it? 

Mr. Harriman. Not at all. 

Mr. Futsricur. And to present in tabulated form for some later 
hearing? 

Mr. Harriman. Not at all. I am sure the Secretary of Defense 
will be glad to give that. 

Senator HickENLoopER. Would the Senator mind being interrupted 
at this point? 

I had the same questions in mind, and there is no use in my asking 
the questions if the Senator can cover it. I would like to know if he 
means the entire number of American civilians and military mission 
people working on this whole program of countries of Europe. And if 
he would go a step further in his reply and find out how many people 
each of these other countries have working on this program, in all 
phases, I think we would like to have that. 

Senator Fu_tsricutr. That is what I intended to cover; and not 
confine it to Europe. I would like to cover all the countries in which 
the program is operating. 

Senator HickENLooper. That will save me asking the same ques- 
tion. 
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Senator Futsricur. I appreciate the Senator’s contribution. I 
think it is a good idea if we can make it clear, particularly for the 
public, just how many people we have working. 

For example, on a recent tour of some editors, one of them at least 
talked to me, and he was quite disturbed, he said, by the number of 
people, Americans, in Paris, which he said he thought was causing a 
great housing shortage in Paris. And he suggested that I find out 
if possible just how many Americans we have, both in the MSA and 
any of these related programs, that is, that have to do with our foreign 
activities over there. I assume that is available. I know it is too 
complicated to go into now. I would like to have it presented in 
tabular form, so that we can take a look at it in our offices later on, 
if you would present it. 

Mr. Harriman. I can give the figures of United States missions, 
both the MSA and the military missions. I, of course, cannot get 
figures as to what personnel other countries have in their defense 
departments who may be working part time or otherwise on this 
program. As of the 3lst of January there were 834 Americans in 
administrative jobs in Europe, 177 in the Far East, or a total of slightly 
over a thousand all over the world. 

Senator Futsricur. Is that everybody, both including military 
missions and yours? 

Mr. Harriman. No; this is just MSA. 

Senator Futsricut. Just MSA? 

Mr. Harriman. Just MSA. 

Senator Futpricut. Well, what I was trying to get at: In each of 
these countries, if you could tabulate the MSA employees, the State 
Department employees 

Mr. Harriman. Working on this program? 

Senator Futsricur. Or both working on it and all of them. 

Mr. Harriman. I would very much prefer not to get into affairs 
that are not my business. The operation of the State Department is 
something which the Secretary of State can present to you. But as 
far as personnel working on the Mutual Security Program is con- 
cerned, both on the military and civilian sides, whether they be on the 
MSA payroll or the military payroll, I will be glad to furnish the 
figures. 


NEED FOR COMPLETE DATA ON OVERSEAS PERSONNEL 


Senator Futspricut. I think it would be interesting and helpful 
if we could have those figures for this year and for last year, relating 
to the Marshall plan, and show whether we keep expanding our pro- 
gram, as has been alleged. I do not know. Iam not alleging it now. 
But you have seen these stories in the press, as I have. 

Mr. Harriman. Well, as I have said, we have cut the men in Europe 
on MSA by 23 percent. 

Senator Futpricutr. Well, what they say is, ‘Yes, you cut yours, 
and transfer it over to some other agency, and they continue, there, 
and go on growing.” 

Mr. Harriman. No. 

Senator Futsricur. I do not want to argue with you. I am not 
saying that. All I say is that I think it would be helpful if we could 
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have the precise details of that, the manpower situation, in other 
words, that our Government is supporting in each of these countries. 

Mr. Harriman. I am sure the Secretary of Defense will put in their 
figures, but I would rather have him or the Defense Department 
explain why all of the men are necessary. 

I have just been handed a statement that approximately 900 on 
the military missions in Europe. But I will get the detail. 

Senator Futsricut. One of your staff, I think, could supply us 
with that. 

Mr. Harriman. There may be some additions for training. 

Senator Fu.sricut. It is easier for one of your men to do it than 
it is for me. I would have difficulty, personally, collecting those 
statistics. I think one of your staff could do it. You have some 
military people assigned to you, do you not, here in Washington? 

Mr. Harriman. I have a small group. 

Senator Fu.tsricut. Well, one of them can,collect these figures. I 
think the committee ought to have them and the press ought to 
have them, just to enlighten them as to the actual facts on all of our 
employees in each of the countries. I think it ought to be broken 
down, country by country, for our information. 

(The following information was supplied for insertion in the record:) 


Mutual Security Program, employment United States and overseas by post, agency, 
Americans and locals June 30, 1951, and Jan. 31, 1952 
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| ODMS,? af eh aera. <9 
Americans | 
June 30, 1951 . Jan. 31, 1952 
Scent Neel tate tai emiacmeahen aimee decile 
Location | | | | 
| | Americans | Americans 
June | Jan. | bee Soe | = aa 
30, 31, | Total | ~~ {Locals} Total | Locals 
1951 1952 | Mili- | Civil- | Mili- | Civil- | 
tary ian | tary | ian 
ES 24 ire, As Ah eee A oie)! 
United States_..__._- | 3 59 \22, 151 257 lot, &94 |. .....}30, 062 | 283 (29, 779 ome 
—— —e EE == ———— SS 
ia Te Dears ahs 48 41 | ar 57] 49 eee 
England, regional _- ota pt ae | 176 | 93 60 23 234 139 72 23 
PR Cacia. vol, ctuak canine be ae | 114 “So ee 111 OP A daceiates 
France, regional. pee cocoon thins ee 26 | 174 | 3,464 | 2,057 196 | 1,211 
I earns asec nee Lwin eg | ee 22 ae 
Belgium-Luxemburg saieneretikece 79 65 | oe Teonies 87 | 72 | | eo 
Denmark. . -. = ee are 55 ee EB Teens 64) 47 ee 
Italy_ chanel | cctiiideiaastidy | SEES MA - AR tenes Si @). 2|....... 
Netherlands.. alata eh eee 66 54 | at ceo 79 67 ee 
2 coat ei aed 65 57 | teat 75 64 | ee 
NN 50 i tic leek cobain’ 43 33 _) 50 40 BOD seen 
IR sins mprnaemetctinats Cs eahecdicls Ds sretvaicin Nib athena eb lied xarteebe otek dactocanies 23 Oe Betvucs cuba 
Ribs nx sibciduinietn ian lidecddulweeasa |----~-- setae tncinniee fi ih <tevdaaemeath Labtbeeraiabiasaie ha altadity 
I ancl e ee legac sittestabehcl Bees a eel aa i lias cil ae elec a cet 
SN ee ee i did renee ped Sian wall cso ak eacaecam eee aabedl wasteacniied 
NN 5c i ceinics tenesetglletinaade meas ebticiese tks cbc bidieiw ésnitvnotiid detail tiadie Maintains 
Switzerland__._...._- a aiki-« chal iaiecdadl dala ca teiaeS ahulsadinbalodden’ abate Sed ecnc abet 
Reo eet ented aes nue Sh tees ahbseed hihi |-------|----- |------- secenafeoceoetivesenen 
Subtotal, Europe.......--- |... -}....] 989] 540} 202 rr 197 | 4,404 2, 751 ae 419 1, 1,234 


I 
| 
| 
| 
| 
| 
VW 
' 
| 





1 On June 30, all the military (station dion ances only), an estimated 4,526 civilians and 269 locals were 
paid from administrative funds. The balance were paid from program funds. On Jan. 31, all the mili- 
tary (station allowances only), an estimated 5,840 civilians and 128 locals were paid from administrative 
funds. In addition 305 locals were paid from local currency, the balance was paid from program funds. 

2 Office of the Director of Mutual Security. 
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Mutual Security Program, employment United States and overseas by post, agency, 
Americans and locals June 30, 1951, and Jan. 31, 1952—-Continued 


ODMS, | 
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Location 
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Ceylon ei ‘ sdeikcll 
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Pakistan ae Z 
Regional (TC 7 Rea = 


Subtotal, Near East......-_| | 


Burma iad cae 
Indochina ebaicnhianedes ae 
China (Formosa)... | 
Indonesia. 
Thailand 
Philippines. - coueakoeaue- ts ; 
Japan a < Ucaatbee ae 


Subtotal, Far East_....... 
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Brazil. adenine bibdctek dans canner 
ES aS | . ae 
Colombia | 

Costa Rica 
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Dominican Republic... ae aati Deena | 
Ecuador . Deltiichaeidcadaiuntia wiicinll | 
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Honduras. - 
Mexico... Bae 2 
TN a ae 
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Venezuela cee a 
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Mutual Security Program, employment United States and overseas by post, agency, 


Mutual Security Agency ? 


June 30, 1951 Jan. 31, 1952 











Americans Locals | Americans | Locals 
Location colina ign eae S Bi Ng ak a 
| | | | 
Tech- | | Tech- | | | Tech- | Tech- 
Total | Ad- nical | Ad- | nical | Total | Ad- | nical Ad- nical 
minis- | assist- | minis- | assist- ; minis- | assist- | minis- | assist- 
tra- | ance | tra- | ance | |} tra- | ance tra- ance 
tive | pro- | tive | pro- | | tive pro- tive pro- 
| gram | | gram | yram } gram 
United States. ____- 1,216 | 1,098 | 118 1,157 | 1,003 154 - 
England 181 89 | 92 143 52 7 s4 
England, regional 3 | 7 
France 241 92 | 149 233 76 17 140 | 
France, regional 1,328 514 S14 1, 208 407 46 706 49 
Germany 104 45 5Y 95 44 l 50 
Belgium-Luxemburg ; 6 26 20 il 16 5 20 . 
Denmark 63 30 aie 33 60 24 l 34 1 
Italy 254 76 178 225 “0 165 é 
Netherlands 77 36 41 76 24 4 is 
Norway 45 18 27 14 14 2 28 
Portugal 36 19 17 33 13 20 
Yugoslavia 3 3 26 10 16 2 
Austria 135 $5 90 140 33 7 100 i 
Iceland 6 3 3 4 3 l 
Ireland 23 2 ll 15 2 4 9 
eveden 2) 16 5 
Switzerland § 3 2 2 2 
Trieste 15 6 u 
Subtotal, Europe 2,583 | 1,033 1, 550 2, 345 780 95 | 1,420 SO 
Greece 572 45 158 55 314 532 27 138 49 | 318 
Purkey 129 34 12 83 139 27 19 91 2 
Iran 
Et pila 
Egypt 
Israc 
Iraq 
Jor n 
Lebanot » 
Libya 
Liberia 
Sau Arabia a 
Afgl iistan 
Cer) 
Ind ] 1 2 3 
‘ e} i] 
I Kl in 
R rca 
Subtotal, Near Eas 2 SO 170 138 14 676 » 157 14 320 
I i 14] 26 118 199 24 15 160 
Indochina 102 s1 71 148 3 16 vy 
China (Formosa S32 25 5 O68 206 126 31 A) 150 225 
Indonesia 74 21 53 160 32 5 123 
Thailand 102 4} 61 141 25 32 4 _ 
Philippines 100 34 66 174 24 3 33 64 
Japan s 5 3 20 6 4 
Subtotal, Far East 859 183 5 465 206 | 1,268 175 141 663 289 


2 All American technical assistance program employees were paid from program funds, all American 
1dministrative employees were paid from administrative funds. Local employees were paid with local 
urrency 
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Mutual Security Program, employment United States and overseas by post, agency, 
Americans and locals June 30, 1951, and Jan. 31, 1952—Continued 


Location 


Bolivia 

Brazil 

Chile 

Colombia 
Costa Rica 
Cuba 
Dominican Republic 
Ecuador 

El Salvador 
Guatemala 
Haiti 

Honduras 
Mexico 
Nicaragua 
Panama 
Paraguay 

Peru 

Uruguay 
Venezuela 
Regional (TCA) 


Subtotal South America 
Total overseas 


Grand total 


} | Americans 
| el 
| | 
| | Tech- 
| Total | Ad- nical Ad- 
minis- | assist- | minis- 
tra- ance tra- 
| tive pro- | tive 
| gram 
| 
4.144 1, 206 175 2,1 
5,360 | 2,394 293 | 2,1 
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Mutual Security Program, employment United States and overseas by post, agency, 
Americans and locals June 30, 1951, and Jan. 31, 1952—Continued 


Location 


United States_... 


England 
England, regional 
France 

France, regional 
Germany 
Belgium-Luxemburg 
Denmark 

Italy 

Netherlands 

Nor way 

Portugal 
Yugoslavia 
Austria 

Iceland 

Ireland 

Sweden 
Switzerland 


Trieste 
Subtotal, Europe-. 


Greece - 
lrurkey- 
Iran 
Ethiopia 
Egypt 
Israel 
Iraq 
Jordan 
Lebanon 
Libya 
Liber 
Saudi Arabia 
Afghanistan 
Ceylon 
Pakistan 
Regional (TCA) 


Subtotal, Near East..... 


Burma 
Indochina 
China (Formosa 
Indonesia 
Thailand _--- 
Philippines 
Japan 


Subtotal, Far East_- 





Technical assistance program # 





Jan. 31, 1952 


June 30, 1951 





Americans | Americans Locals 
_| Locals, - 7 
sup- Total | | 
Pro- Sup- port Pro- Sup- Pro- Sup- 
gram | port i | gram port | gram | port 
eet Se ee sccsialemetiiati tte 
490 | 95 | | 92 726} 166 
== | =| = = = = 
| 
| 
| 
8 4 4 &5 63 | 9 | | 13 
2 2 l j 1 
2 2 2 21 s 3 7 | 3 
2 ] 6 4 1 | l 
1 | 2 6 4 1 l 
] | 7 3 | 2 2 
10 | | 31 17 2 10 | 2 
] 2 18 6 l 10 1 
20 5 1 73 47 6 | 1! 9 
2 l 4 4 
2 l 1 
1 1 4 4 
l 2 — 
7 4 44 37 3 4 
2 13 9 2 2 
1 { i iti at 
55 2 ] 2 21 31 38 9 
3 5 2 
. 4 . 
S 9 4 


8 All program employees overseas, both American and locals, are paid from program funds. All support 
employees, Department of State employees, are paid from administrative funds. TCA projects in Philip- 
pines and Thailand transferred to Mutual Security Agency. 
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y Mutual Security Program, employment United States and overseas by post, agency, 
F Americans and locals June 30, 1951, and Jan. 31, 1952—Continued 
— — - — . | ———a — _ — — _ 
| Technical assistance program 
June 30, 1951 | Jan. 31, 1952 
— Location i a ee : a ee oe 
Americans | Americans Locals 
| Setcctennmnaat a a as 
— | Total sup- | Total 
% | Pro- Sup- | port | Pro Suy Pro- Sup- 
t | gram port | gram port gram ort 
_ aan ee ere eee ere ners 7 - a 
Bolivia } 24 23 | 1 | | 40 28 BE cs canniis 
Brazil 56 52 | 1 3 | 82 | 62 1 16 3 
Chile 7 | 6 1 | 33 11 1 21 
Colombia. 11 ll | 0 | 23 7 
Costa Rica. - 20 20 | | 45 | ui 19 
Cuba 3 3 } t ID eich anathiadedll ict beandpeneiauaeier uaa 
Dominican Republic. .-.-.--] 2 2 9 ee 
Ecuador 22 22 37 29 8 e 
El] Salvador... 12 12 | 20 18 2 4 
Guatemala ae wanes 16 | 15 1 23 1] l 1] 
Haiti sends 18 | 0. 23 17 6 
Sa ccicntptnciniaabeeiaetnladion 8 | 8 — 25 l¢ y 
Mexico ‘ Saidivususenidininaed 21 1) ] 29 2 ] 4 
Nicaragua .. ot acdc 13 | 13 31 16 15 
Panama ninigealeatnaetes 13 13 32 24 8 
Paraguay - sicbulecadeiaitnaitddiena 4 | 33 | 1 | 76 | 37 ] 6 2 
aa aad iinet eal 36 | 35 | 1 69 4¢ l 22 
Uruguay ae dealin 3 | 1 cal 12 | } l , 
Venezuela ie ee 8 | 8 | i. | 4 4 
Regional (TCA)----...--. a 42 | 42 |. | 20 2 
Subtotal South America. 370 | 359 | 8 | 3 644 429 8 02 F 
Total Overseas. _.......... 493 422 | 49 | 22 | 965 | 642 ) 240 44 
| 3s = = = —s 
CN WIRE icndbeonsesied | 1,078 | 912 | 144 | 22 1, 857 1, 368 20 240 44 
13 oe oo 
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Mutual Security Program, employment United States and overseas by post, agency, M 
Americans and locals June 80, 1951, and Jan. 31, 1952—-Continued 


MSA and MDAP support, Department of State 4 


June 30, 1951 Jan. 31, 1952 
Location ' ? 
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Total Local Total ] Locals 
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Mutual Security Program, employment United States and overseas by post, agency, 


Americans and locals June 30, 1951, and Jan. 31, 1952—Continued 
hon 
MSA and MDAP support, Department of State 
| 
| June 30, 1951 | Jan. 31, 1952 
' 
Location a f ~~ | | ~ 
Americans | Americans 
Total Locals | Total | Locals 
Pro- Sup- Pro- Sup- 
gram port | port 
{ 
Panama 
Paraguay 
Peru 
Urugtiay 
Venezuela 
Regional (TCA 
S ital S America 
| ‘ 1 107 2 1, 122 1 ) 4154 gis 87 
Grand total - 1, 862 226 514 1, 122 1, 888 191 610 1, O87 
Foot np. 74 


Mr. Harriman. We would be very glad to do it. 

Senator FULBRIGHT. Someone suggested, the other day, I think 
one of the articles, that the Lisbon Conference started out with a 
modest staff of 21, but that as the program has advanced, although 
there was no increase in the amount of work to be done, the staff had 
about tripled, mostly military. But I do not know whether that is 
true or not. It was alleged in one of the articles | saw in the press 


NEED FOR DETAILED COUNTRY AND COMMODITY BREAKDOWN 


Along that line of development, I have looked over this statement of 
basic information on these project plans, which was supplied to the 
committee. It is much too general to be of any value at all to me 
We had this problem last year on the specific projects, notably the 
Iranian project, about which we had a great deal of discussion. | 
think the committee ought to have a very detailed breakdown of 
exactly what you intend to do, even to what kind of commodities you 
supply. Beeause that is the only way we can form any judgment 
about the program, as I see it. 

Mr. Harriman. That will be done. 

Senator Futnricut. | wonder if that cannot be done a little ahead 
of time, or now if it is ready, so that we will have an opportunity to 
look at it before we get into the hearings. Is 1t possible to do it? 

Mr. Harriman. Some of the military information will be given in 
executive session. I will have to find out what the situation on that 
will be. We were going to submit in the hearings, either open or in 
executive session, the full detail that you have asked for. 

Senator Futspricur. What I was trying to get is some material 
before we get into the hearings. If 1 am handed a document while 
the hearing Is proceeding, it is much too late to be of any Vi alue. If 
we could be given at least all of that information that is not confiden- 
tial as soon as possible, we may have an opportunity to take a look at 
it. I have in mind especially those programs, say, in Africa, that 
Near East and Africa area. 


if 











76 MUTUAL SECURITY ACT OF 1952 


What reminded me of it is page 46 of this document, in which you 
have this to say. You say: 

Finally, funds will be used in settling refugees by providing them the housing, 
seed, tools and equipment, livestock, and other items required in order to permit 
productive employment. 

I would like to know just what that means. Does that mean we are 
undertaking to completely furnish that? 

Mr. Harriman. As I understand it, and if I am wrong, I will ask 
my associates to correct me, a considerable part of this resettlement 
program, that part relating to Arab refugees, is handled through the 
United Nations. Another part, that having to do with Israel, is our 
own program. 

I will be very glad to have brought to you the details on a country- 
by-country basis, and if you care to, I can have someone come to your 
office and explain. 

(Classified information was furnished.) 

Senator Futsrient. I would rather take a look at it, first, and 
then, if needed, you could send me one. On the Israelis, I notice that 
over $196 million seems to be for relief rather than for construction 

Mr. Harriman. Relief and rehabilitation. And resettlement; | 
beg your pardon. That is in Israel and the Arab countries. 

Senator Futsricut. What I want is the precise figures for each 
project, and within a project, how much you are spending for plows 
and combines and Cadillacs, or what have you, that you may have 
in mind. That is all we want to know, exactly what is being done 
in each of these countries. F 

Mr. Harriman. I think you will find that it is not combines, but 
steel for the points of plows. 

Senator Futsriert. Well, we did not find that last year, and that 
is why I wanted to check, to see what you are doing this year. 


PROGRESS REPORT ON LAST YEAR’S PROGRAM 


I would also like to have a report on what you did do under the 
authorization of last year. I think we like to sort of follow these up, 
country by country, if we can. And I would think it is possible for 
a man as able as Mr. Wood to give us a precise report on what has 
been done last year in the program in each of these countries. 

These general statements, frankly, do not mean a thing to me 
Like this one here; I do not think it is possible to get anything out 
of it that we have not already gotten from the press. 

Mr. Harriman. We have intended to give you the complet: 
breakdown and the detail, country by country—defense for support. 
for resettlement, and for the point 4 programs, which are now operated 
by the Technical Cooperation Administration. 

(Classified information was furnished.) 


DIVISION OF TECHNICAL ASSISTANCE OPERATIONS BETWEEN STATE 
DEPARTMENT AND MSA 


Senator Futnricut. What can you tell us as to where you operate 
and where the technical assistants operate? Who managed that? 

Mr. Harriman. The Congress has given me responsibility for 
supervision of the whole program. The MSA handles the program 
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in the Far East, southeast Asia; the Technical Cooperation Adminis- 
tration administrates the program for India, Pakistan, Iran, the 
Middle East, and Latin America. 

Senator Futsricut. Is the technical assistance program under you; 
is it under your general supervision? 

Mr. Harriman. Well, you remember, the Congress gave me two 
responsibilities; one, the administration of MSA; and the other as 
Director of Mutual See urity the supervision of the entire program— 
point 4, the MSA program, and the military program. 

Senator FuLspricur. In southeast Asia, you mean Burma and 
Thailand and Indonesia? 

Mr. Harriman. We have programs in Formosa, the Philippines, 
Indochina, Thailand, Burma, Indonesia. 

Senator Funsricur. And those you administer directly. The 
technical assistance program does not enter into those? 

Mr. Harriman. The Technical Cooperation Administ ration does 
not operate there, because we didn’t want to duplicate two administra- 
tions in the same place. 

Senator Futspricut. And in India, the Technical Cooperation 
people do administer there? 

Mr. Harriman. That is right, India and Pakistan. 

Senator Futspricut. All of that would be part of this information 
I had hoped would be supplied, and I hoped in detail. And I would 
recommend that you get a little better duplicating machinery. This 
copy I have is very difficult to read. It is very hard on my eyes. 
| wish you could get one with black print in preference to this blue. 
These long documents are hard on my eyes 

Mr. Harriman. We will try to do better ‘for your eyes. 

Senator Futsrienr. I am getting old and blind. 


EUROPE’S AWARENESS OF THE MILITARY THREAT 


I had one general question. From the press and conversation we 
hear quite often, the Americans seem to be much more disturbed about 
the military threat than the Europeans are. Would you care to make 
an observation on that? 

Mr. Harriman. That is far from my impression. You will recall 
that after Lisbon Mr. Faure, who was then Prime Minister of France, 
presented the expended military program to the French National 
Assembly, and it was unanimously approved, with no dissenters except 
for the Communists. There are in certain countries certain people 
who prefer improvement of standard of living to the defense effort, 
but they are in the minority in all of the countries of Europe, and 

1a small minority in many. 


PROPOSAL FOR A MIDDLE EAST DEVELOPMENT BANK 


Senator Furipricut. There is just one other thing. Someone 

iggested to me that a Middle East Development Bank was being 
considered and recommended. Do you know anything about that? 

Mr. Harriman. What is that? 

Senator Futsricur. The Middle East Development Bank. The 
idea, as I understand it, was the organization in the Middle East of a 
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bank patterned after the International Bank, adapted for Middle 
East uses. I just wondered if you know anything about that. 

Mr. Harriman. There have been no concrete proposals that ] 
know of. 

Senator Futsrieur. Theysent mea written proposal or recommenda- 
tion.for a Middle East Development Bank. It sounded like a good 
idea. I just wondered whether you knew about that. 

Mr. Harriman. No; there is nothing in this bill or this program 
that involves that. 

Senator Futsricur. I do not know that it would necessarily be 
in the bill. It was an effort to organize an institution to which 
particularly the Arabians, Saudi Arabians, and others, who are getting 
a pretty large income for oil, might be induced to bring some of their 
money for oil development. 1 do not know whether it involved a 
particular contribution by us. I just wondered whether such a 
project was being considered. You do not know anything about it? 

\ir. Harriman. No; I do not know to what you refer, sir. 

Senator Futsricur. That is all 

lr. Harriman. There have been many proposals in which the 
International Bank has been involved, to attempt to expand irriga- 
tion, drainage, and improve the conditions. The International Bank 
has given consideration to some of these development programs, and 
I have had some knowledge of them for the past few years. 
The CHAIRMAN. Senator Hickenlooper? 


NATIONAL DEBT OF THE UNITED KINGDOM, FRANCE, BELGIUM, NETHER- 
LANDS, AND ITALY 


Senator HiekeNnLoorer. Mr. Harriman, how much has the national 
debt of France increased in the last 3 or 4 years? 

Mr. Harriman. I will get those figures. I have not got them. 

Senator HickeNLoorer. Outside of money or grants which thi 
United States has pul i there. 

Mir. Harriman. | haven't got those figures. 1 will be glad Lo 
supply them 

The information referred to is as follows:) 
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Gross debt outstanding of the central government! for selected European countries and 
the United States 


Units of national 











. Unit,of Amounts : 
- wh & y P 2 I 1 y mounts 
Country 7 re - national national United See n millior a 
currency currency oa” Te 
(01a 
Belgium-Lux Dec. 31, 1948 ) : 241.8 $4, 836 
Dee. 31,1949 | Billions _ of | 46.9 |, | 4,938 
rom |? Belgian | s 0 Bel l ns 
Dec. 31,1950 s 2 243. 7 | fYenes *4, 874 
Dec. 31,1951 |} "anes. <9) 4, 958 
France 4 4 Dec. 31, 1948 | 3, 353 { », 580 
Dec. 31,1949 (Billions of », O77 , i lt } 1, 363 
Dec. 31,1950 | francs. 4, 243 | Sore } 12, 123 
| Dee. 31,1951 4,577 | 3, O77 
Italy 5 : June 30,1948 | 5 O75 640 
June 30,1949 (Billions of 2,730 | 1, 368 
June 30,1950 | lira 3,014 ez } 4, 822 
June 30,1951 ) } | . 5 
herl 1 Dec, 31,1948 25, 729 { 71 
Dee. 31,1849 ||Millions of 27, 471 | 7,229 
Dee. 31,1950 guilders. 25, 70H | t 
Dec. 31,1951 24, 58 | 170 
dk dor Mar. 31,1948 |) { 25, 253 | 708 
Mar. 31, 1949 as a 24, SOK 7 
lar 31,100 { Milli NS of oF 250 4 
Mar. 31,1981 || Pounds. || 53683 | ) 
M 1, 19527) L D5, 2K } 
1 State ‘i June 30, 1948 f 252, 292 { 2 292 
Tune 0, 1949 2 ) | 2 0 
Tune 30,1950 Millions of 957.3 \ } 7 
Tune 30, 10508 dollars. *246, 708 *256, 708 
Tune 30, 1951 25), 999 | | 2 
June 30,1951 259, 419 ( - 19 
Exclu deb ription for IMF in natior ( 
2 Re part 0 
Es ed 
4 Inc 1 ebt I { b wing I ry ¢ 
Ir i rs \ EXIM Bank, ERP loan \ 3 
Estir f Sept. 30 
Estimated as of Mar, 1, 1952 
Dec. 31 
‘A ints presented in table ¢ | pean Brief Book I 
k ( ‘ 1 | st lars at 1 pr ui I r 


Senator HicKENLOorER. Do you have them on the national debt of 
Great Britain in the last 3 or 4 years? 

Mr. Harriman. I think, by and large, the British pretty closely 
balanced their budget. They had a very heavy ational debt as a 
result of the war. I would be glad to supply those figures. 

See insert above.) 

Senator HicKENLoopkR. Do you have those figures on Belgium and 
he Netherlands? 

Mr. Harriman. I haven't those figures offhand. I will be glad to 
supply them to you. 

Senator HickeENLoorer. And Italy, also. 

See insert above.) 

Senator HickENLoorerR. One of the difficulties in Europe today is 
the question of raw materials, such as steel and iron and the availability 
of those materials—steel, iron, and coal. Is that not true? They 
are short of those things? 
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IRON, STEEL, AND COAL SHORTAGE IN EUROPE AND POSSIBILITY OF 
EXPANDED GERMAN PRODUCTION 


Mr. Harriman. In coal, Europe is short. They have expanded 
their steel production and are continuing to do so, and we hope that 
in time they will get to a balance on steel. 

Senator HickeN.Loorrer. But at the present time they are deficient 
on iron? 

Mr. Harriman. Particularly the British are deficient on steel. 

Senator HickeNLoorerR. How about the French? 

Mr. Harriman. I think the French are pretty closely in balance. 

Senator HickENLooperR. Well, the German steel operations in the 
Ruhr are set today at an arbitrary limit, are they not, on production? 

Mr. Harriman. Under the Schuman plan, the production, the 
German production of both coal and steel will be expanded. 

Senator HickenLooperR. Do you happen to know what their coal 
and steel production was prior to or during the early part of World 
War IJ, and how it compares now with what it was then? 

Mr. Harriman. I have got a table here which I would be glad to 
put in the record, or if you want me to I can read it. It compares, 
country by country, prewar as compared to now, calendar year 1951 
I could give you the totals. In coal, 338 million tons for 1938. 

Senator HickENLooPEeR. Does that 1938 figure include Britain? 

Mr. Harriman. Yes, the figures I am giving you are the NATO 
countries. The Western German production, Federal Republic pro- 
duction, before 1938, was 136 million, and is now 118 million. That 
is less. 

From the standpoint of steel, the NATO countries had about 25 
million tonsin 1938. These are metrictons. And they had 40 millions, 
estimated, for 1951. Germany had about 18 million tons; now, 13! 
million tons. But it is expected to expand. 

Senator HickeNnLooper. Is there any reason other than the arbi- 
trary or ordered limitations on German production of coal and steel 
as to why they should not get back up to production? 

Mr. Harriman. Now that the Schuman plan is about to go into 
effect, the German production of both steel and coal, is expected to 
go up substantially. 

Senator HickenLooprer. Did they expect to equal perhaps the 1938 
levels of production? 

Mr. Harriman. I don’t know. I can’t give you that exact figure 
at the present time. I think on coal it is hoped that it will be more 
than prewar. On steel, I doubt if they get quite to the prewar level 

Senator HickeNLoorer. Would there be any reason why it should 
not go to the prewar level? 

Mr. Harrtman. Well, it is a question of facilities. 

Senator HickeNLooper. And does that involve the facilities which 
the Allies dismantled after the war? I mean, is that a part of a reason 
why production is short? 

Mr. Harriman. That is part of the reason, yes. 
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RECEIPT OF RAW MATERIALS FROM DEPENDENT AREAS OF OUR 
PARTNERS 


Senator Hicken.Looper. There has been something said here from 
time to time in the past about the securing of raw materials. 

Have we been successful in getting all the raw materials that we 
need from the areas under the control of our so-called allies in Europe? 
Or have we had some difficulties in.getting raw materials since the 
war? 

Mr. Harriman. Since Korea? 

Senator HickENLooprER. No, since 1946. Korea is a police action, 
not a war, | understand. 

Mr. Harriman. We have worked with the European countries 
to expand production of the critical war materials in a number of 
different countries where they have either a responsibility or an 
influence. The fact that in 1949 we had a slight recession in our 
business here slowed this process up. But after Korea, we have been 
working with them vigorously to expland their production of raw 
materials, and, of course, the 5-percent counterparts in many of the 
countries have been used to buy raw materials and put in our stockpile. 
Practically all the 5-percent counterparts of the United Kingdom, of 
course, were used in this fashion. They gave us raw materials to 
cover the 5-percent counterpart. 

Senator HicKENLOoPER. Have we received, to your knowledge, any 
raw materials for free from these countries by way of reverse economic 
assistance in the mutual program? 

Mr. Harriman. Under the original Marshall plan, 5 percent of the 
counterparts were set aside to be used. 

Senator HickeNLoorEr. That is the amount of money. 

Mr. Harriman. But it would have reduced the amount of aid by 
that amount. There has been no program of any free lend-lease back 
and forth. 

Senator HickENLoopseR. I would have to dispute that it reduced 
the amount of aid by that much, because that amount is a hundred 
percent American money. 

Mr. Harriman. We got back 5 percent of the counterpart arriving 
from the money we gave them. 

Senator HickENLOoPER. | think that is very generous of them, but 
nevertheless it is a hundred percent American money. I do not see 
that that can be counted as any gift on their part. But I am wonder- 
ing if we have got any tin and if we have any chromium or any tungs- 
ten or anything of that kind that any of these countries have, in a 
spirit of mutual cooperation under this act, given to us, during this 
period. 

Mr. Harriman. There has been no program proposed for reverse 
lend-lease. 

: Senator HickENLOoPER. Now, there is something in the paper 
ere 

Mr. Harriman. We are attempting to get them on a basis where 
they don’t need any more assistance from us, to get all of us on a pay- 
as-we-go basis. But that situation does not exist yet today. 
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AGREEMENT WITH THE U. K. ON SALE OF MALAYAN TIN 


Senator HicKENLOoPER. Now, a few weeks ago, some money was 
advanced to Great: Britain, I think $300 million, or something of that 
kind, and it was announced in the paper that we were supposed to 
get some tin or something from Malaya. Is that correct? There is 
some deal on where we give the British some money and we were to 
get some tin? 

Mr. Harriman. We agreed to buy; they agreed to sell us tin. 

Senator HickENLoopER. Yes. Now, that is to be in the future 
sometime, is it not? 

Mr. Harriman. That is during the course of this year. 

Senator HickENLOopER. Yes; but they get the money in advance? 

Mr. Harriman. No, not in advance. They get the money when 
the tin is shipped. 

Senator HickENLoopER. I understood that the money is made 
available to them now. I want to clear that up. 

So we do not give them the money until they deliver the tin; is 
that correct? 

Mr. Harriman. That is correct, as far as the tin is concerned. 
The $300 million is not in payment for the tin. The agreement by the 
British to sell us tin was a separate deal. 

Senator HickeNLooper. In this program, we have noticed an in- 
creasing emergency each year since it started. It was adopted, as | 
recall it, in 1949—-the original security program—because it was vitally 
needed then, and something like a billion dollars a year for several years 
was indicated. 


PROGRESS MADE ON NATO ARMY AND EUROPEAN DEFENSE COMMUNITY 
(EDC) 


But the program has gone up every year. And we have had 
peated conferences in Europe. ‘Today we know that the British have 
refused to take part in any European army, that is, become a partner. 
They like to go theirown way. Do the French today have any battle- 
worthy divisions as part of the European army that could go into 
action today, as compared with the ability of our American troops in 
Europe and the European army to go into action? 

Mr. Harriman. The answer is “Yes.’”’ We will discuss that in 
executive session. General Gruenther will be here to give you the 
detail. 

Senator HickKENLOoPER. I am glad to hear that, because this fall in 
Europe | got the opposite impression. So I will be interested in any 
details that may be available on that. 

Mr. Harriman. The Secretary of Defense read from a message that 
came from General Handy. 

Now, as far as the British are concerned, they have agreed to con- 
tribute and have contributed divisions to the NATO forces under 
General Eisenhower, stationed on the Continent, as well as to the 
NATO Air Force. 

They are not joining the European defense community, which is a 
merging of the continental military establishments. I think we should 
make a clear distinction between the NATO army under General 
Eisenhower’s supreme command, and the European defense com- 


= 
4 


m 
ju 


tu 
th 
th 
an 
an 


be 
of 


mi; 


th 


Ce) 
at 
ni 





yas 
1at 
to 
» 1S 


to 


ure 


ce? 
hen 


ade 
1° 1s 


ied. 
the 


| in- 
as | 
rally 


ears 


NITY 


at in 
1 the 


all in 


,any 
» that 


» con- 
under 
o the 


his a 
should 
eneral 
com- 


4 
¥ 


MUTUAL SECURITY ACT OF 1952 83 


munity, which is a merging of the defense establishments of the six 
countries that are planning to go into that community. 


DURATION OF MSA 


Senator HickeNLooper. How long do you think, Mr. Harriman, 
this annual appropriation will have to be made by the United States? 

Mr. Harriman. I said in my testimony that all I could say is that 
I believed that there would be another year’s full capital build-up 
required in order to obtain a position of adequate security. Whether 
it would extend beyond that, I cannot predict at this time. We are 
dealing with a cold war, and the tempo of build-up of military estab- 
lishments is reflected by — has been previously said, an increase in 
our own military effort. As long as the international tensions are as 
they exist today, we will be faced with heavy military xpenditures on 
our own part, and our allies will be faced with what are for them heavy 
military efforts. 

Senator HickenLooper. Would you say that we may then ap- 


‘proach this legislation this year with the idea that it will go on in- 


definitely in the future? 

Mr. Harriman. No. No;I think there is a difference when it comes 
to equipping with modern equipment forces which are being activated 
and trained. After the initial equipment is provided for whatever is 
considered the adequate force to maintain security, why then the 
expenditures should be reduced rapidly. 

Senator HickenLoorerR. That is what I think a great men) of us 
had relied on in 1949 and 1950, when testimony was given here that 
it needed these appropriations this year and capital dur - le goods if 
military equipment were to be furnished, and then it would peter off, 
just drop down to practically nothing, and they could carry their own, 

Mr. Harriman. It is quite clear, from our own military expendi- 
tures, that the tensions of the world have increased, and we must face 
the necessity for the development of adequate defenses against a 


threat of aggression. That is the only way that we can ae in security, 
and it is my judgment that if we do follow this course, we can prevent 
another world war. It is the only way, in my judgment, ‘ie it can 


as done. 

Senator HickeENLooper. Do you take the position that the thre 
of aggression is increasing all the time? 

Mr. Harriman. Cert: ainly the threat of aggression increased very 
materially, when we saw the naked attack in Korea. 


THE THREAT TO EUROPE AND EUROPE’S RESPONSE 


Senator HickENLooperR. Well, does it appear too you that the 
threat of aggression is mcreasing in Europe? 

Mr. Harriman. The threat is a world-wide threat 

Senator HicKENLOorER. But we are spending most of our effort 
in Europe, apparently, dollarwise. 

Mr. Harriman. In the first place, that is where the great industrial 
center outside the United States exists, and that is where the major 
attack would come. And there we have allies who are ready to put 
men.under arms. For 10 percent of our own budget this year, we 
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are helping develop forces which in terms of manpower will be greater 
then our own forces. 

Senator H1ickENLooPER. Yes. That has been the theory, I know. 
But there are some 250 million people in Europe, roughly, outside of 
the iron-curtain countries, as I recall the figures. 

Mr. Harriman. Not far off that. 

Senator HickENLoopeER. I do not have the exact figures. 

Mr. Harrman. If we include Greece and Turkey. 

Senator HicKENLoopeR. And we are told repeatedly, and I assume 
correctly, that they have a far greater reservoir of skilled labor than 
we have in this country; that is, as far as hand labor is concerned 
and skilled workmen. And yet here we are— 

Mr. Harriman. The fact of the matter is that the gross national 
product of these countries—the total for all of them—is less than 
one-third of ours on a per capita basis. They have not developed 
the productivity that we have, and at the present time their total 
output per capita is less than one-third of ours. That is the total out- 
put in industry, agriculture, and services. 

Senator HickeNLooper. Yes. I understand that that is correct. 
But that also goes to the problem as to why have they not increased 
it more in these years? ECA, I think, in many phases, was unusually 
successful. 

Mr. Harriman. I agree with you. 

Senator Hickentoorer. And I have said rather freely that it was 
more successful than I anticipated at the outset. 

Mr. Harriman. I think more successful than all of us anticipated. 

Senator HickeNnLooper. But here are these trained people, and a 
substantially greater population than we have. Perhaps they do not 
have the assembly-line production to the extent that we do, but they 
are increasingly needing aid, support, and encouragement from us. 
And sometimes I wonder whether their own will to defend them- 
selves is strong enough—that is, among the people. I am not talking 
about the politicians; I have talked to some of them, too, and they 
are very enthusiastic, although the results do not seem to be forth- 
coming. But among the people themselves, I wonder whether or 
not they are not a little lackadaisical about this thing, in these various 
countries of Europe. 

Mr. Harriman. That, in my judgment, is not a fair picture. They 
are going ahead aggressively, and expanding their military forces and 
their military budgets. 

Senator Hicken.Loorer. Well, the French Government fell when 
they proposed a 15-percent increase in taxes. 

Mr. Harriman. The French are already paying a larger percentage 
of their gross national product in taxes than we are in this country, 
and this in spite of the fact that their average incomes are less than 
a third of ours. 


UNITED STATES INITIATIVE AS COMPARED TO THE INITIATIVE OF NATO 
PARTNERS 


Senator HickeniLooper. During the operation of this Mutual 
Security Program, it has been necessary, has it not, for us to rather 
stimulate their activities over there, to get them together, to keep 
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them on the ball, to keep them developing? And have we not taken 
the lead in that pretty much? 

Mr. Harriman. Well, certainly we have shown a good deal of 
initiative. But the whole concept of NATO was approved by all of 
the parliaments with an overwhelming majority. They have moved 
forward in their own way, rapidly increasing their own military estab- 
lishments. And part of this increase is only possible when we are 
able to give them the contributions which we have given them in the 
past and are contemplating now. There is the same desire on the 
part of the European people to have security as there is on the part 
of the American people. The capabilities on a per capita basis are 
less, far less, in terms of production, than our capabilities are. His- 
torically, we could go over the reasons for that, but I do not know 
that it would contribute to this discussion. I would be glad to go into 
it, however, if you wish. 

In addition, there are certain things in which the French have 
shown great initiative, for instance, in this concept of a European 
defense community. It was France’s concept, and it was developed 
in order to make it possible to bring Germany into the defense arrange- 
ments of the west. So that initiative has been shown in Europe as 
well as the United States. 

[ must confess that I am proud of the initiative America has taken 
and its readiness to face the world-wide threat and to take leadership. 
But there has been initiative on the part of other countries. France 
carried on a very difficult war in Indochina for a number of years 
betore we faced the situation in Korea, and that is true of the British 
n Malaya. The Turks stood firmly, and the Greeks stood firmly 
Therefore, I think we can be satisfied that there is initiative on the 
part of our allies and friends. 

Senator HicKENLOoPER. But is it a fair statement to say that in 
this program, this mutual security program, we are taking the prime 
or major initiative, either through finances or our overwhelming naval 
contribution, and our strategic air contributions and others? 

Mr. Harriman. Well, the size of our contribution is, of course, by 
far the greatest from any one country. It is a fact that our ability to 
produce is roughly twice that of all Europe combined, even with less 
anaes On the other hand, I do not think it is fair to say that 

are the only ones that are showing initiative. 

Senator HrckenLooper. I did not mean that. I did not mean to 
say that we are the only ones showing initiative. 

Mr. Harrman. The fact is that we are the biggest partner. 

[am not trying to quibble on this. We have taken the initiative, and 
we have every reason to be proud of that. There was no other 
country that was in a position to take the leadership that we have 
taken. But we have had a good response, and other countries have 
shown initiative in their own way in facing problems with which they 
have been confronted. 

Senator HickeNLooper. So that it is our policy, is it not, as 
declared by law and otherwise, that we see the necessity for the 
development of this strength in Europe, but we are determined to do 
what we can within our limitations to get them to do their part in 
providing the strength over there. 
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Mr. Harriman. That is a fact. It is a fact that the Continent of 
Europe cannot build up its defenses rapidly without contributions 
from us. 


EVOLUTION AND CHANGES OF THE ORIGINAL MSA PROGRAM 


Senator HickenLoorgr. And we have done a number of things 
since this program has gone on that we did not contemplate doing 
when it started. Is that not right? 

Mr. Harriman. There was not at the beginning, since the present 
international tensions did not then exist, a realization of the need for 
speed which has subsequently developed. 

Senator Hicken.Loorer. Well, I refer specifically to the fact that 
it was clearly stated here when this program was first urged that vg 
was no intention or contemplation that we would send any troops to ¢ 
NATO army. And yet we see the fact develop that last year we 
did send troops, and we have troops there in the NATO army at the 
present time. 

I recall it, it was clearly stated here that we expected to con- 
tribute some arms and durable goods, but I think the record shows 
that this so-called infrastructure, now, which is developing in Europe, 
was not in contemplation at the time we started this Mutual Security 
Program. 

Now, I am just wondering what further burdens and obligations we 
are going to be expected to assume next vear and the year after, or 
the vear after that, into the indefinite future, in connection with this 
program. 

Mr. Harriman. We may be facing another war, but I believe it 
can be prevented if we go forward vigorously. Moreover, I think 
everything that has happened shows that the program is essential for 
the sec urity of our country. 

Now it is quite true that some years ago it was not expected that 
the Kremlin would take the aggressive steps which they have taken 
and which caused our own rearmament program, a program which 
was not contemplated several years ago. But we did not contemplate 
that we would get into a war in the late thirties. Aggression started, 
and we were init. Now we are ina cold war, and the security interests 
of the United States require, in my judgment, our own rearmament 
and the contributions that we are making to our allies to speed up 
the forces that are needed to get us into a position where attack will 
be unprofitable. 

Senator HickENLOoopgER. Well, is it a fair statement, then, to say 
that at this moment, leaving out the future, but as things have 
developed, at this moment, we are spearheading and taking a major 
part of the responsibility to see that this European Mutual Security 
Program is set up and operates, by our contribution? 

Mr. Harriman. We are by far the biggest partner, and as such, 
we are taking the leadership, and we are getting good response from 
our partners for what is, as the name calls it, a Mutual Security 
Program. 

FOREIGN TAXES ON AMERICAN ASSISTANCE 


Senator HickENLOoPER. Do the French charge us still any taxes, 
exactions, license fees, or any other privilege or governmental levies 
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of any kind whatsoever for installations or for import duties or 
anything of that kind? 

Mr. Harriman. I understand that insofar as our expenditures are 
concerned, an agreement has been reached. In the meantime, reserves 
are being set up against the estimated taxes. I think these agree- 
ments are about to be signed, so that there would be no taxes paid 
on the installations that we pay for, or for our procurement. 

Senator HickENLoopErR. I do not want to limit it to taxes, because 
sometimes a person will say, “Well, that is a tax. That was not an 
import license fee or some ‘thing of the kind.”” I want to know whether 
we have to pay anything of value, whether you go to taxes, import 
duties, license fees, or anything, to the French, for instance, or to 
the British, in any way connected with installations, materials, equip- 
ment, or operations, which we are furnishing, contributing, or giving 
to the Mutual Security Program in Europe. I just want to make 
that question all-encompassing, and I do not want to limit it to 
taxes, tariffs, or any other specific term. 

Mr. Harriman. | don’t know what you refer to beyond taxes, 
because that ts the expression of the levies that are put upon trans- 
actions. I do not know to what you refer. But we have negotiated, 
or are in the process of negotiating, and are about to conclude agree- 
ments with France and several other countries for the elimination of 
all of those forms of taxation which relate to transactions that we 
are involved in. Those that relate to the cost of doing business, like 
the social-security tax on labor, are part of the cost of labor and are 
ot covered by the agreement. 

Senator HicKENLoorER. So that if we are in the process of nego- 
tiating for the elimination of some of those taxes, that would indicate 
to me that they have been levied, some of these. 

Mr. Harriman. I have been told that the French agreement 
signed last week. All taxes and duties have been eliminated. 

Senator HicKENLooreR. But we have been paying some in some 
instances, in some cases, 

Mr. Harriman. I don’t know any that have been paid. No, we 
set aside 30 percent to cover it. 

Senator HicKENLOovER. Who set 20 percent aside? 

Mr. Harriman. What 

Senator HicKENLOoPER. Who set the 30 percent aside? 

Mr. Harriman. We did. 

Senator HickeNLooprR. So that the 30 percent is our money that 
we set aside to pay taxes or exactions or duties or levies? , 

Mr. Harriman. No, 30 percent of the costs, until this agreement 
was reached, to be sure that the taxes and duties were all included. 

Senator HickENLoorER. Well, 1 do not want to hold the rest of 
the committee here. But, Mr. Chairman, this thing has been up for 
a couple of vears, now, and I do hope we can get a clear-cut, definite 
answer to this question from some witness. 

Mr. Harriman. I think I have answered you, and I don‘t think I 
have dodged you. I think I have answered you. 

Senator HickENLoopER. I am not saying that you have dodged i 
Mr. Harriman. It is entirely possible that you do not have the tie 
mation, or if you do have the information, then I think you have 
answered it. And I am not saying vou are derelict in not having 
answered it. There is no personal reflection on you at all. 
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But we have had these statements time and again. And every now 
and then some duty charge is pretty well documented some place or 
other that these countries have charged us for the privilege of helping 
them. 

Mr. Harriman. But I had to qualify your broad statement, that 
social-security payments are part of the cost of labor. They are not 
included in the exemptions. 

Senator HickENLoopeErR. I think that is all at this time, Mr. Chair- 
man. 

The CuairMan. I just want to observe that I am bitterly opposed 
to and shall protest any levy by the French, license fees, import duties, 
taxes of any kind, on material that we are sending over there to 
defend them, to protect their lives and their homes. 

I made a statement of that kind the other day, when the French 
refused to raise the taxes when they were approached. 

[am strongly of that opinion. I have no prejudice against France, 
but I think it is outrageous to charge us taxes and import duties on 
products that we are sending there for their own protection. 

The committee will stand in recess until 10 o’clock tomorrow 
morning. You will be excused, Mr. Harriman, unless you want to 
go on with something else. 

Mr. Harriman. No, I have nothing further. 

(Whereupon, at 12:55 p. m., a recess was taken, to reconvene at 
10 a. m., Tuesday, March 18, 1952.) 
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CONTINUANCE OF THE MUTUAL SECURITY PROGRAM 


TUESDAY, MARCH 18, 1952 


UniTep States SENATE, 
COMMITTEE ON ForEIGN RELATIONS, 
Washington, PC. 

The committee met, pursuant to adjournment on Monday, March 
17, 1952, in room 318, Senate Office Building, at 10 a. m., Senator Tom 
Connally (chairman of the committee), presiding. 

Present: Senators Connally (chairman), George, Green, Fulbright, 
Sparkman, Gillette, Wiley, Smith of New Jersey, Hickenlooper, and 
Brewster. 

The CHarrMan. The committee will come to order. 

It was announced the other day, when the Secretary and others 
testified without cross-examination by the committee, that we would 
ask them back for the purpose of having the members of the commit- 
tee interrogate them. In response to that suggestion, I assume the 
Secretary is here this morning to carry out that arrangement. 


TESTIMONY OF HON. DEAN G. ACHESON, SECRETARY OF STATE 
Resumed 


Secretary Acueson. Yes, Mr. Chairman. 

The CHAIRMAN. We are very glad, Mr. Secretary, to have you. 
We are pleased to listen to you and get your views about this whole 
program, 

We will proceed. 

Senator Wiley, do you want to interrogate the Secretary? 

Senator Witry. Whatever the program is, Mr. Chairman. 

The CuarrmMan. The Secretary made a full and complete statement 
inthe main. Now he is here to answer questions, as I understand it. 
Secretary AcHreson. Yes, Mr. Chairman. That is correct. 

The CHarrMan. Well, we might wait a very short time for some of 
members to come. 

Senator Witry. Senator George is on the phone now. I would be 

glad to go ahead, however. 

The CHAIRMAN. We will wait until he gets through. We are meet- 
ing a little earlier this morning than usual, anyway. So we will 
conserve our time if not our energy. 

Have you any questions, Senator? 

Senator GeorGe. I have no questions. 

The CHarrMaNn. Senator Wiley? 
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DETAILED INFORMATION ON THE PROGRAM NEEDED 


Senator Winey. Mr. Secretary, I have in my hand an editorial or a 
column by one Peter Edson, in which he says: 

It is impossible for Washington reporters to find out who in Europe is going to 
contribute what, and how much each country’s share of the total burden will be. 
Cabled news dispatches from European capitals are obscured by an even thicker 
fogginess, 

Then he makes this comment, that I disagree with: 

In short, the whole situation is now summed up as an inept job of publie educa- 
tion on a most important issue. 

Now, will that information be supplied to the committee, as to 
what each country will do? 

Secretary AcHEson. Yes, Senator. You will in executive session 
be given a full report on the programs of each of the countries. 

Senator Witry. How much of that can be made public? 

Secretary AcHEson. | am not in a position to say, Senator. We, 
of course, cannot and should not go into the military budgets of the 
various countries, but I think that some part of the material can be 
made public. 

Senator Witey. I think that with your vast knowledge of domestic 
and also foreign affairs, you are certainly cognizant of the attitude not 
only expressed by the Senators and Congressmen but by the public 
in relation to this tremendous tax burden. And it seems to me that 
everything should be given to the public that would clarify the issue. 


AMOUNT REQUESTED IS THE MINIMUM 


Now, the President, as you know, insisted that notbing less than 
$7.9 billion would do the job, and I uaderstand you agree, after hearing 
Mr. Harriman and others who were on the ground, tbat that is com- 
paratively necessary. 

Secretary AcHEson. Yes, sir, I believe that is true. 

Senator Witey. You believe that is true. Do you believe that there 
could be a cut in that amount any particular place? 

Secretary AcnEson. No, I do not think that there can be, Senator. 
You understand that the State Department has not prepared either the 
military or the civil side of this appropriation request, or this author- 
ization aate st, since that authority and responsibility has been 
vested in other agencies of the Government by the Congress. We have 
studied it carefully. We have participated in the work, and we 
believe that this has been cut to the lowest limit of rey 

In regard to the matter of information, Senator, I believe that 
very considerable amount of information can and rt be made publi 
in the course of your hearings, which will show what the other NATO 
partners are doing. The French request has already been made before 
their parliament in its broad outlines. That can be known, althoug! 
the details would be military secrets. 

| think the same thing is true of the British budget as presented b 
the Chanecelor of the Exchequer, and the others can be dealt with 
in that broad way, so that the publie will know what the other coun 
tries are doing and the committee will know precisely what they ar 
doing in specific fields, 
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Senator Witey. I realize that the military end of it might possibly 
be the figuring of the amounts; and that is not primarily the function 
if the State Departme nt. But when you get to 7.9, $7,900,000,000, 
io be appropriated out in foreign aid, necessarily the State Depart- 
ment does come into it from the standpoint of the foreign situation. 
Thus, in France would you mind telling us what your ‘judgme nt is 
about recent developments? 

Secretary Acueson. I don’t think I quite understand the question, 
senator. 

FRENCH POLITICAL SITUATION 


Senator Witry. Well, do you think that we are going to have a 
stable government in France? Do you think the conditions there are 
such that the amount of mone y which will be apportioned will create 
the very element that we are looking forward to, a unification of the 
forces of the French and Germans, a buik ling up of a European esprit 
that will result in a European army and a strengthening of Isen- 
hower’s hands? 

Secretary AcHEsON. Yes, Senator, I believe that that will take 
place. As you know, the French Parliament in its vote, which I 
referred to in my statement, the one just preceding the vote which 
overthrew the last Cabinet, approved the military budget. They 
approved the foreign policy of France carrying on the struggle in 
Indochina. Mr. Pinay, who has now formed a new Cabinet, has 
announced that he will carry forward the policy of the — essor 
vovernment, and he has Mr. Schuman as his foreign minister. So 
| think that we can understand that there kas been no change in the 
Parliament which has approved the Schuman plan, which has approved 
in principle the European army, which has approved the budget, and 
that the Government will now go forward to carry out all these 
projects. 

Senator WiLey. I gather that your answer means that you feel that 
while there is no guarantee that the French will go forward, there 
are indications, such as you mentioned, that France will be willing 
to make sacrifices and ask her people to make those sacrifices to 
bring about this rearmament program. 

Secretary AcHEson. Yes, sir. I believe that France will do that. 
The very same Parliament which has now approved this Cabinet has 
taken the action which I have just referred to, in all those three fields. 
\nd that is a very important indication that the French Parliament 
and the French nation are going forward along these lines. 


IMPLEMENTATION OF LISBON DECISIONS 


Senator Witry. Have we a pretty good basis to feel that the paper 
Ai my for NATO authorized at Lisbon will actu: ally become a genuine 
flesh and blood army? 

Secretary AcHEsoN. Yes; we have, sir. The army which was dis- 
issed at Lisbon is more than a paper army. There are divisions 
ready in existence which are within those figures. The Lisbon 
cures include the additional troops and formations which are to be 
aised and equipped during the coming year. I believe we can have 
ith that that will be done. 
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Senator Witey. Of course, you recognize that the margin betwe« 
Chancellor Adenauer and the Socialist Schumacher in West German 
is pretty small. And from your contact, you feel that the Germa 
commitments will go on, be carried through? 

Secretary Acneson. | believe that the German government wi 
vo forward with the European defense treaty and with the contractu: 
arrangements which are being worked out between them and_ th 
British and French and ourselves, and I have every confidence tha 
the Bundestag will ratify those arrangements. 


STEPS TAKEN IN EUROPE TO CONTROL INFLATION 


Senator Witey. Of course, Mr. Secretary, you appreciate that u 
our own country we are very much concerned with inflation, and th 
question of maintaining the dollar. Would you mind telling us what 
steps have been taken by the Kuropean countries to control then 
own inflation, so that the amount which we are asked to appropriat: 
will not be dissipated by a constant price rise? 

Secretary AcuEson. I cannot go into that in detail, Senator Wiley 
You are familiar with the budget speech of the Chancellor of th 
Exchequer in England a short time ago, in which further and very 
drastic steps have been taken by the Chancellor along the lines of 
cutting down imports, reducing food subsidies, reducing a great 
many of the costs of Government. The same sort of operation is 
going on in France and is going on in Belgium, Holland, Italy, Luxem 
bourg, and I believe that that situation will be under control. 

The most difficult plate at the present time, the one which has 
most difficulties, I think, is France, but I think that they can surmount 
those difficulties. 

SPANISH BASES 


Senator WiLtey. What progress are we making in getting the Spanis! 
bases and manpower? 

Secretary AcHrEson. We have been working with the Spanis! 
Government since the middle of last July, when Admiral Sherman 
began his talks with the Spanish Government and saw General Frane 
In November and December we had military missions in Spain, whi 
have been going over the problem with the Spanish Government 
They have come back here. An economic group has made its report 
We have had thorough discussions between the various agencies of 
this Government and Ambassador MacVeagh, who will leave withi 
a short time from Portugal to go to Madrid. He will have a group o 
people from the Services and from the civilian branches of the Gov 
ernment with him and will undertake his negotiations with thi 
Spanish Government. We hope that those will be successful and that 
the facilities which we have w ished to obtain will be granted to us and 
that we can do the things which will help to strengthen the Spanis! 
forces and the Spanish economy. 


SITUATION IN KOREA 


Senator Witry. Do you want to comment on the Korean situation 
Secretary AcnEson. | don’t know that there is any comment that 
I can make which will be very helpful to the hearing on this bill. Ani 
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| beheve that vou probably know all there is to know about it. The 
negotiations are in a very difficult period, where they seem to have 
en making little progress. I think General Ridgway is conducting 
them with skill and firmness, and | think that we should resist all 
tel iptation either to be pessimistic about it or to be optimi tic about 
but realize General Ridgway is doing his best and a very competent 
st at that. And I believe that the negotiations will be successful 
Senator Winey. | think that one of the questions that was asked 
the other day was this: Will any of the aid authorized by this legisla- 
tion be used to help Germany build up her defensive strength? 
Secretary AcuEson, I believe it can. I am not the best person to 
nswer that question It is authorized, ves, sil 
Senator Witry. Will there be any requests for funds for aid to 
Japan, how that we are about Lo conclude a peace treaty? 
secretary Acurson. | do not know of any, sir. There are none it 


this bill 


Senator Witry. Has any progress been made in getting commit- 


ments from our allies for the assignment of more troops to Korea so 
as to lower the ratio which we are contributing, which is now well over 
1) percent? 

secretary AcuEeson. We are continually working with all of those 
nations that have contributed troops and those that have not, to try 
to get additional troops other than United States troops in Korea 
There have not been any additions in recent months 


SITUATION IN INDOCHIN 


Senator Witrey. Do vou want to comment about the situation in 
Indochina? 
Secretary AcHEson. The situation in Indochina is one which 


obviously is verv serious indeed. [tis taking a great deal of the French 
financial strength out of their budget, somewhere in the neighborhood 
of $4 billion over the last 4 vears. It is taking a great many of then 


professionally trained officers and noncommissicned officers 
This is a very serious drain indeed. One of the efforts which the 
French are making with the Associated States is to raise a competent 
Viet Namese army, Associated State Armies, which will in time be 
ible to take over the task of safeguarding the independence of the 
untrv. Weare contributing largely to that through armaments for 
ose troops. It will take some time todo. They start out by requir- 
ng French officers. ‘Then when you get a group which are thoroughly 
trained, they can be used as officers and noncommissioned officers for 
formations; but it takes some time. They have a very sizabl 
ree at the present time. ‘That needs both to be increased in numbers 
nd increased in training and battleworthiness. That is the direction 
which I] think we must look for a successful outcome of the struggle 
Indochina It will be important, as soon as that can be done, to 
ase the French forces and have them return to Kurope But that 

be some time away 


( 
| 
Ti 


IMPORTANCE OF ECONOMIC AID FOR EUROPI 


Senator Wingy. You agree with the statement I] think that was 
made the other day to the effect that what is called economic aid is 
cessary as implementation to military aid in Europe? 
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Secretary AcHEsoNn. Yes, Senator Wiley. I believe that is ve 


important indeed. I think without that you are just not going to 


get what we are seeking here. For me, not being an economist, th, 
equation seems to be about like this. If you take as illustratic) 


England, for instance, here is a country which lives by importi: 


food and raw materials, making the raw materials into exports 


selling the exports, and getting the wherewithal to buy more food ai, 
more raw materials. Now, the great thing that has been sought 


regard to Great Britain is to bring her exports and imports into 


balance. 

Now let us assume that that was done. In fact, it was a little mo 
than done, around the middle or first part of 1951, up to the midd 
of 1951. So you get your imports, which we will call X, balanci: 
the exports, which we will call X. The country is paying for what 
buys, and it is in pretty good shape. 


Then you have the rearmament program, which started in 1950 an 


really became serious in 1951. Now, what happens at that point is 


that the prices of the raw materials which are imported go up. 


Now, they have gone up varying degrees. Sometimes some of then 
go up 300 or 400 percent; some of them 50 percent. But if you assum, 
a doubling in import prices of raw materials, the equation then changes 


so that on the import side you have 2X instead of X. 


What happens on the other side? On the other side the rearmament 
program begins to absorb raw materials and labor. The armamen! 
program comes out of the metal-using industries, what are called i: 
England the engineering trades. Those engineering trades account 
for 50 percent of all the exports. The rearmament program is now 
taking up one-quarter of the engineering trades. So that you do no! 


have exports of X. You have exports of X-Y. 


Now this equation is getting very badly out of balance. It is being 


increased on the side of what you have to pay. It is being decreas: 
on the side of what you earn. And then some other things begin | 


happen to it. On the side of the exports, people who have been about 


to pay for what they have already purchased or who are about 


buy something believe that the pound is weakened. So they put of 


payment or put off orders. So that you get another diminution 
that side of the equation. And the exports go down from X—Y 
X-Y-Z. 

And what happens on the other side? On the other side, England 
not only financing herself. England is a banker for other peop! 


And the people who have money in that bank want to use it. Prices 


have gone up. It is their last chance to buy something. So th 


go out and draw money from the bank, and they take out of the tota! 


another large amount, which we don’t know. So instead of havin 


2X, you may have 3X or 24X. What is happening is that the outgo 
side of this budget is getting larger and larger, and the earning sid 


is getting smaller. 


Now, what that means is that there is a drain on the whole tota 


British bank accounts, which is its dollars and gold. That would n 


be so serious if it was a large bank account and ‘the drain was not ver) 


l 


) 


great. But there is a small bank account, and the drain is very ba 


indeed. 
On June 30, 1951, the British had three billion eight of gold a: 
dollars. At the end of the year, 6 months later, they had two billio 
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three. That is a loss of a billion and a half, or pretty hearly half of 
their total bank account gone. If that loss went on at the same rate, 
they would be down pretty close to a billion and three-quarters by 
next June, if that rate still went on. We hope it won’t go on. 

Now, as the bank account goes down, the British have to do all 
sorts of drastic things, and they have done those, to try to bring this 
quation back into balance. They have cut down their imports 
(hey have cut down their subsidization of foods. They have cut 
own all the costs of Government. But still it isn’t enough. And 
therefore if this drain goes on, it won’t go on forever, because these 
erasures Which have been taken will stop it and turn it around in 
Lime 

But the question is, How low will it go, and how fast will it move 
ip? If it continues to go down, then the thing which has to be cut 
is this purchasing of raw materials abroad for the purpose of putting 
them into military equipment. You can’t eat cannon. You have 
vot to eat and clothe and be housed. And apolane the things that 
are less essential from the point of view of staying alive have to be 
dropped off first. 

So what we do with this defense support is to come along in that 
situation and Say, “It is not to your interest or to our interest or to 
anybody’s interest to cut down the manufacture in England of these 
weapons of war, because we need those for the total defense of the 
west. So we will put up some money which will do two things. 
One of them is that it will buy the raw materials which you, with 
your factories and your skilled labor, can turn into military goods. 
The second thing it will do is to some extent buy the necessary food 
to keep your people alive, and give them cotton to keep them clothed, 
so that they can go on working during this period.” 

We don’t eis up their total loss. We cannot do that. But we 
can, We hope we can, put enough into this so that the defense pro- 
duction goes ahead. And, as Mr. Harriman pointed out, when it 
goes ahead, you get much more than dollar for dollar out of it, be- 
cause the British add the use of their factory equipment and their 
— d labor; so that a raw material which is worth $1 is taken and, 
by the time it is processed through the factory and had other labor 
put on it and comes out in the form of a weapon, it is worth $2% 
or $3 or $4. That is why this thing is so absolutely essential, in my 
judgment. It keeps the production going, the production that is 
aa apest for us to keep. It keeps the economy working while they 
produce this military equipment. And therefore it seems to me 
that this is almost the heart and soul of the NATO program. 


RELATIONSHIP OF FOREIGN AID TO DOMESTIC ECONOMY 


Schnator WiLtry. Mr. Secretary, your explanation I think coincides 
th what was said to us yesterday in response to some questions by 
ator MeMahon. The President has demanded an eighty-odd 
billion-dollar budget, and which may result in a possible deficit of four- 
en billion. If im the opinion of the Congress and others this foreign 
should be maintained at $7.9, it seems to me that those in Govern- 
iment like yourself ought to have some ideas as to where in Government 
domestically there e ould be sav ings, so that we do not throw the dollar 
to a tailspin or so that we do not duplicate what is happening in 
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France to our dollar. It seems to me that we cannot simply conside: 
this one facet, as I call it, of foreign aid, without considering all tl 
other facets, which include our own production, the maintenance 
the dollar, the balancing of the budget, and all those things 

If we could have some suggestion, where there could be cutting 
effectively and efficiently done, it seems to me that the public its 
would feel the strengthening in its vitals. But we do not seem to g 
that We just seem to get sugge stions as to spe ‘nding. Do you hay 
any comment to make in reply? 

Secretary Acureson. I should sav, Senator, that you are asking 
me questions which go beyond both my knowledge and my respons 
bility. But I would make some comments, since you ask me to 
In the first place, the question is whether the budget as present: 
by the President is a budget which the Congress would wish to accep 
The administration budget is one which will show a deficit for this 
year. It is the view of the administration that undesirable thoug! 
that be, the country can st: ancl it without the effects which you hay 
mentioned occurring. The Congress may agree with that or may 
not agree with it. If it does agree with it, then the inquiry does hot 
need to go further. If it does not agree with it, and you say, ‘Well, 
something must be cut here to bring this budget closer into balance,’ 
then the question is: Where do you look for cuts in the total Federal 
budget? 

Senator Winey. My question was: Where would you look? 

Secretary Acurson, Well, it isn’t my responsibility to do that 

Senator Witry. | know that. 

Secretary Acneson. But what I am telling you is what my com- 
ments would be. If it were my responsibility to do and if I we 
persuaded that the amount which is provided here for the security 
of the whole free world and of the ‘United States was appropriat: 
particularly directed to those nations who will be in the front lin 
if trouble should occur, | should not look first in that area. I shoul 
look somewhere else first. It would seem to me that those trooy 
who are going to meet trouble at the very beginning are the ones 
that you want strongest of all. Therefore I should not try to diminis! 
the amounts which are put in here in title 1 in anv event. Ai 
that is where the great bulk of it is. 


There may be other things in the Federal budget which may 
cut. There may not. Ido not ee I am only familiar with thos 
over which I have responsibilitv. But Iam not of the opinion that th 


security of the country and that part of its security which has to do 
with our friends and allies in the front line is a good place to begu 
cutting. That would be my comment. 

Senator Witry. I gather from that statement that it is your stro) 
conviction that the situation in Europe and in the world requir 
every bit of this 7.9 at this time? 

Secretary AcHEsSON. Yes; that is my conviction. 

Senator Witrey. That is all. 

The CHarrMaANn. Senator Green? 


AIDING THE INTEGRATION AND POLITICAL UNIFICATION OF EUROP! 


Senator GREEN. Mr. Secretary, there are a couple of questions | 
would like to ask. rhe first one relates to the language at the bottom 


of 
th 
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sides { page 2 of the act, where it provides that the appropriations under 
Il the this bill may be used for the United Nations Charter. 
wee of Secretary AckESON. Will you just tell me again where you are 
‘eading? 
itting Senator GREEN. Page 2, lines 17 to 21, is what I have in mind. It 
itsel| provides that the President may use these appropriations to make 
LO g provision for anv other organization, that is, other than the United 
hhan' Nations, or grouping of such nations, “which, in the opinion of the 
President, makes a significant contribution toward politic al fe ‘deration, 
isking military integration, or economic unification of such nations.” 
pols Now, woul | that apply to the Council of Kurope? 
Le to Secretary AcHeson. No, sir; I should not think it would apply to 
emt the Council of Europe. I think what they have in mind here is the 
ecep Kuropean defense community, if that should come into existence as a 
I this result of present negotiations. The Couneil ol Kurope is not a 
houg! federation or unification of states; that is a meeting of people which 
hay takes place for the purpose of consultation. 
rat} Senator GREEN. It seems to me this language is broad enough 
eS nol ‘Organization, association, or grouping of such nations.” 
‘Well, secretary Acureson. The Council of Kurope is not a grrouping of 
ance,” nations. I should think it was a meeting of representatives of nations. 
ederal The European defense community would be in a real sense a grouping 
of nations who were putting all their defense forces together into one 
force. 
ut Senator GREEN. Well, suppose the Council of Europe developed 
into United Europe. 
- com- Secretary AcHEson. If you have a unification of Europe, that would 
l wer fall within this; yes, sir. 
curity Senator GREEN. But you think at present it would not 
priat Secretary ACHESON. No, I do not think that the Council of Kurope 
it lin falls within this description. 
shoul Senator GREEN. How about the.Schuman plan organization? 
troops Secretary AcuEson. I don’t know, sir. I haven’t studied it. I 
@ ones will get you an opinion on that. 
minis! Senator Green. That is why I wanted for us to know how broad 
At this provision is, What it covers and what it does not cover. 
Secretary AcHESON. What it is intended to cover is the Europea 
ay bi defense community and any unification of Europe which may grow 
i thos out of that. Whether it has been artfully drawn to do that or not, 
hat th | don’t know. 
sto di One of my legal advisers here tells me that in answer to your ques- 
» begir tion about the Schuman plan, that would fall within this to the extent 
that it is determined that it would make a significant contribution 
strong toward political federation military integration, or economic unifica- 
quires tion of such nations. 


Senator Green. Well, certainly | do not get the distinction. It 
seems to me that the Council of Europe also makes a significant con- 
tribution toward the political federation of Europe. It 1s expected to 
build it up. The meetings we had in Strassburg, in which we took 
part, show that. 


OP! Secretary Acnuuson. My understanding of this Council . Kurope 
s that it is a meeting of statesmen who get together for the purpose 
lions | of discussion and recommendation; that 1t has no function, it has no 


otton administrative function, it does not spend money, it does not run 
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armies, it does not run coal mines, or steel operations or anything else 
It is an advisory or consultative group of people. If it is differen: 
from that, then it would fall within it. That is my understanding 

Senator GREEN, It it gives advice, it would seem to me it would fal 
within the language of “significant contribution.”” Contributions « 
not consist only of money. They also consist of ideas. And that is 
what they were united for. 

Secretary AcnEson. I don’t quite get what you are driving at 
Senator. This organization does not spend any money anyway, so it 
doesn’t seem to me it makes any difference. 

Senator GREEN. Why, certainly. You use that as the test, and 
do not think that should be the test. I think the test should bx 
whether they make a contribution of ideas. Here the representatives 
of different nations get together and give advice as to how they car 
best proceed. One of the things they are talking about constantly is 
a united Europe. 

Secretary Acurson. | don’t see where we go from there. 

Senator GREEN. Well, if so, why is that not a grouping of nations 
making a significant contribution toward the political federation and 
unification of such nations. ‘That is the language in the bill. 

Secretary AcHEson. Well, are vou suggesting that it should hav: 
money, or should not have money? It does not need any money. 

Senator Green. I thought by asking you I could get a definit: 
reply; but my opinion is that it comes within the language of the bill 

Secretary AcHrEson. Well, my reply as to whether it is good, bad, « 
indifferent, Senator, is in two lines. One, it does not seem to me that 
is a grouping of nations. And in the second place, if it is such, it 
doesn’t need any money and it doesn’t spend any money. So it 
seems purely academic whether or not it falls within this section of th: 
bill. 

Senator GreEN. Well, do you not think the language—or perhaps 
you regard the language as perfectly clear now. The lines of de 
mareation as to those organizations, associations, or groupings o! 
nations making significant contribution—that must mean of mone\ 
only—to a political federation, military integration, or economi: 
unification of such nations. 

Secretary AcHEson. Well, if I knew what you wished to accomplish, 
I could tell you whether I thought the language did it or not. 

Senator Green. I wished to accomplish a clarification of th 
language of the bill. That is all. 

Secretary AcnEson. We could do that if you wished to have i! 
done, Senator. 


MAKING FOREIGN AID CONDITIONAL UPON FURTHER UNIFICATION O! 
EUROPE 


Senator GREEN. The Congress has year by year come out mor 
definitely in favor of unification of Europe, has it not? In 1948, it 
declared, in the Economic Cooperation Act, that the people of th 
United States desire to sustain and strengthen principles of mdividua! 
liberty. Now, in 1949 it is ‘to enc ourage the unification of Europe 
and to maintain and strengthen the principles of individual liberty. 
Next year, 1950, it goes still further, “to encourage the further unifica- 
tion of Europe.” And in this, the Mutual Security Act of 1951, it is 
still more definite, ‘‘to further encourage the economic unification and 
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political federation of Europe.’’ That is the purpose for which the 
funds were appropriated. And this bill goes one step further, ‘politic ‘al 
federation, military integration, and economic unification of Europe.” 

Now, the reason that I call attention to the fact that it goes step 
by step, year by year, toward using our influence for the unification of 
Kurope: Should we not go one step further and in some way make our 
appropriations conditional upon more concrete steps in that direction, 
rather than the rather vague language which I have just been quoting 
to you as to the purposes for which the President can make the appro- 
priations? 

Secretary AcHrson. Senator, I think the whole effort of the Con- 

vress over the past years has been to encourage, bring about, speed up 
the unification of Europe. I think that is sound and good and one of 
the best things that has happened in American foreign policy. I 
think it has had extraordinary results. I think it is happening very 
fast indeed. I don’t believe it would be at all wise to make an appro- 
priation conditional upon something further happening. Something 
further is happening and will happen. And I believe it will happen 
much more quickly and much more spontaneously if we do not try to 
make what we do a condition to it. 

If this treaty for the European defense community is signed in 
April, as we hope it will be, and ratified thereafter, it itself will be a 
tremendous stride forward toward the unification of Europe, and it 
will provide for calling a constitutional convention in Europe for 
further political steps toward unification. Now, all of this is happen- 
ing with great speed. It is a tremendous credit to the statesmanship 
of Congress in the past. I believe that Congress can take great pride 
in what it has been, in its foresight, in its statesmanship. And I think 
if we go ahead as we have been going, we will have some surprising 
results very shortly. 

Senator GREEN. Each one of those years we went a step further 
forward. I wondered whether we could not make one further step 
forward this year. 

Secretary AcnrEson. We are moving tremendously far forward in 
the results, 

Senator GREEN. No, I mean in the bill, in the appropriation bill on 
mutual security. 

Secretary AckEson. I don’t think the language of the bill is what 
is doing it. I think it is the whole effort which has been made by this 
country and the other countries to do what the real forces of history 
require at the present moment. And that is to bring about unity, 
inification and strength. And if we keep working on the side of those 
forces, urging, advising, helping, I am sure it will happen. 


POLICY CLARIFICATION ON UNITED STATES ATTITUDE TOWARD COLONIAL 
PEOPLE 


Senator Greex. That was the first question. The second question 
ilso relates to the report of the committee at Strasbourg last fall. 
\fter the meetings there, a number of the Congressmen visited places 
i north Africa, and as a result of which in their report they used 
he following language in their conclusions: 

6. Consideration might well be given by Congress to the inclusion in future 
foreign-aid legislation of a statement giving voice to the general sympathy and 


lerstanding of Americans for the aspiration of colonial peoples for freedom, 
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We have found almost everywhere a feeling that America was 
siding with the powers operating countries as colonies, and a resent- 
ment on the part of the peoples against our country because of the 
position we have taken. That was the reason for the conclusion as 
stated. I would like to have your comment on that. 

Secretary Acnrson. Well, I should deprecate it. I would think 
that that would not be a wise thing to do. I think in this legislation 
what we have to do is to restrict ourselves to the purposes of the legis- 
lation. And the less we use legislation as a general sounding board 
for broad ideas, the more valuable it will be. 

Senator Green. I agree that it is better not to do it by specific 
provisions in the legislation, because those will have to be hard and 
fast, and very difficult to draft. Put if vou depend entirely on dis- 
cretionary powers . a Executive, then they do not seem to be done; 
because very little it seems to me has been done toward removing 
that false idea that the American people are in sympathy with the 
colonial powers and are not in sympathy with the peoples that are 
seeking their independence 

We have to choose between specific levislation, specific expressions 
in the legislation, which is difficult to do, and hard and fast, or leave 
it to the discretion of the Executive, which may not be exercised 
And it is a difficult choice. T assume from what vou have said that 
vou believe in the latter 

Secretary ACHESON. Yes, sir. 

Senator GREEN. Well, is there not some way in which that feeling 
of the American people of sympathy with the peoples that are strug 
gling for independence can be expressed? 

Secretary Acneson. I think it has been expressed 

Senator Green. What ts that? 

Secretary AcHeson. | think it has been expressed 

Senator GREEN. Well, it has not been expressed in a way that carries 
conviction to them 

Secretary AcuEeson. I think I have said all that T can say helpfully 
on this subj ct, Senator. 

The CHarrMan. Is that all? Senator Smith? 


DURATION AND PEAK OF MSA 


Senator Smira. Mr. Secretary, I recall last year, when we were dis 
cussing the first year of this mutual security program, we figured that 
in about 3 or 4 years we would arrive at the top of the mountain, and 
then the European military program would become less important 
As I| recall it, in 1953 or 1954 we would be at the top of the military 
demands, and from then on it would not be quite as heavy. Now, am 
I correct in the first place that we did see sort of a destination, after 
which time the annual call on us would be reduced? Am I correct 
in stating that as my understanding of last vear’s prediction? And 
have you changed your views on that since then? 

Secretary Acurson. | think in last year’s hearings, particularly in 
the hearing before the House, an answer of mine to a question of M1 
Judd’s gave the impression, probably correctly at that time, that it 
seemed possible that a goal could be set and achieved within 3 vears 
I think experience has shown that it is not as simple as that. In the 
first place, you haven’t got the funds that the question assumed, and 
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in the second place vou can’t get the equipment as fast, and in the 
third place vou can’t get as much done in various parts of the world 
as had been hoped. 

It seemed to us, after reviewing the whole matter, that the only 
way you could do this is the way we have been doing it domestically. 
That is to take this thing on an annual basis and each year make a 
reconciliation between what is desirable and what is possible and 
practicable, and then come out with a budget. 

| think broadly speaking it is true that you have two problems here. 
One is the problem of the capital accumulation in the defense field. 
The other is the maintenance after that. There will be a mucl 
shorter period. Whether the original idea of 3 years will hold, 1 
doubt. It may be three or four. But it will be less each year than it 
was once thought to be. In other words, the capital accumulation 
stretches out over a longer period. But when it is complete, then the 
thing should taper off, and it should be the goal to try and make the 
maintenance of this thing, this army in each area, within the capa- 
hilities of the country or group of countries concerned. 

Senator Smirn. Has thought been given to the obsolescence of 
military apparatus? 

Secretary Acurson. Yes. That is one of the reasons why it is 
important to have the production so far as possible abroad. aca 
military equipment, some of it, becomes obsolete quickly; some of 1 
not so quickly. But if you can build up production abroad which 
can take care of obsolescence and maintenance in the future, that is a 
really big step forward. 

Senator Smira. But your capital outlay vou feel will be possibly 
before the 3 years guessed originally—— 

Secretary Acurson. It depends on how much vou can do each year. 

Senator Samira. And you revised your estimates of cost. I think 
last year it was something like $25 billion over the 3 vears. Do we 
have any other figures today to give us a little encouragement that 
it may not be quite so steep as that? 

Secretary AcHeson. | have no information on that, Senator 

Senator Smita. Am I correct that at Lisbon sort of an understand- 
ing was arrived at, then, that you would have to review this thing 
every year? 

secretary Acurson. That is correct. It was stated in the report 
of the temporary committee of the Council that this thing must be 
reviewed each Vear, and in the revision of the NATO machinery this 


permanent Council was set up for that purpose. And that is to be 
one of the functions of Mr. Draper and his associates on the perma- 
nent Council, to do exactly that. And, of course, SHAPE is doing 


t all the time from the military side, and they will have to do it annu- 
ally from the financial and military side. 


ONTINUATION OF UNITED STATES PRODUCTION SPEED-UP NEEDED 


Senator Smirxe. Then as far as you can see, we will have to keep 
our production steamed up on what might be called a war basis for 
some time to come. 

Secretary Acueson. Well, on the present basis; which isn’t, of 
course, on a war basis. |] should think the answer to your question 
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is “Yes,”’ but 1 don’t know how long. That would be somethin 
Mr. Lovett would have to tell you about. 

Senator Smirx. But is it not true that on the present basis we ai 
lagging behind in all these areas of the world where they are expectin 
to get equipment and so on from us? I have just been in the Fa 
East, and I certainly got the impression there that they were short o 
some of the equipment they wanted there. 

Secretary Acureson. I am sure that there is a lag in the deliveries 
Mr. Lovett can tell you about that. It may be something, and I bi 
lieve it is something, which is capable of being made up as lines of pro 
duction come in, which have taken some 18 months to get going. Bu 
that is his field, and he can explain it much better than I can, Senator: 


CARRY-OVER FUNDS 


Senator Smrra. Is it true that we have today a substantial carry 
over of unexpended though appropriated funds for these end ite ms? 
And do you consider that in these over-all estimates for this year? 

Secretary Acneson. | believe that is correct, that there are un 
expended funds. To what extent they are all obligated, I do not know 
But again, | have heard Mr. Lovett talk about this, and it is very com- 
plicated, and he has it entirely at his command. And in many cases 
this carry-over very quickly disappe ars. When a certain difficulty is 
overcome, a whole flood of articles come out which have to be paid for 

Senator Smirn. I will be glad to reserve any further questions on 
that until Mr. Lovett gets here. But I am very interested in this, 
because I am constantly asked by people how long this thing is going 
to keep up. My only answer is: How long is the threat of Russian 
aggression going to keep up? 

Secretary Acnrson. I think that is the heart of it. 

Senator Suir. I was wondering whether you people who have been 
studying this intimately have any further thoughts from what yo 
had last year. 

DEFINITION OF INFRASTRUCTURE 


1 recall that recently, when it was brought to your attention that 
this term “infrastructure”? had been invented, you said you did no! 
quite understand it yourself. Nobody seems to be able to tell 1 


what it means. What does “infrastructure” ’ mean with pete to 


this particular set-up, if you can tell us now? 

Secretary Acurson. Well, Senator, I can assure you that vou hav: 
no responsibility for it, in this legislation. It is not in this bill 
Now, I know what “infrastructure” comprises. And when I spok: 
the other night I didn’t know what it meant, but someone has sin 
told me. Iam not sure that their information is correct. 

What is referred to by this horrible word “infrastructure’’ is th: 
underlying facilities for the collective defense which are necessary fo 
the Eisenhower army. That means the airfields, the port facilities 
the lines of communication, and the lines of ac tual communication 
that is, speaking and te legraphing. 

Now, such expenditures are not included in this bill, but are in th 
military public works construction legislation. 

Some have informed me that the reason for this word grows out o! 
European law and governmental practice, that at some time the rail 
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wavs in Europe, particularly in France, were built by the state. 
The at is, the right-of-way was built by the state. And then they were 

eased to private companies, who put down the track and ran the 
rains. Now, the thing on which the tract was laid was called the 
afrastzGetene, and that belonged to the state, wheras the other 
hings belonged to the private company. And that word, taken out 
ff continental law, was carried over into the military field and hung 
corr the neck of these poor innocent facilities which are required 

r the use of Eisenhogver’s army. That I believe is the story. 

‘Seneiat Smitu. Well, I think that the Secretary has relieved me of 
responsibility for the infrastructure, so I need not pursue it further. 
Possibly when Mr. Lovett gets here we can ask him what he under- 
stands by it 


SUPERVISION OF FOREIGN CONTRACTS FOR INFRASTRUCTURE 


| might ask you this question. Perhaps you will also want to refer 
this to Mr. Lovett. What procedure do we have for reviewing con- 
racts to let the foreign firms do the construction work abroad, whether 
t is railroads or anything else? If we are putting up the funds to 
help them do those things, as the background of our military defense, 
what is our procedure for revie wing the contracts let to these firms? 

Secretary AcHEson. I am not able to answer that, and I am sure 
that either Mr. Lovett or Mr. Harriman would have charge of it. 1 
think Mr. Lovett knows about that. 


CONTRIBUTION OF INITIATIVE BY UNITED STATES AND EUROPE 


Senator Smirx. There is another question I want to ask you, which 
has appeared in some of our discussions. The suggestion has been 
made that the initiative we have shown in developing this whole 
program, and the pressure put on these countries to realize their 
responsibilities for defense, has been such that they might feel that 
we are so eager to do this that they can lay back in the traces and say 
that after all, Uncle Sam will do it. Gan you comment on that? 
| have heard that from many sources. Are we not putting too much 

eat on this thing, so that they do not think they have the responsi- 
bility to defend themselves? Will they not simply lean back and say, 
‘They will do it if we do not’’? 

Secretary Acugson. I don’t think that is a danger, Senator. 1] 
ave not found it in my dealings with these countries. And they are 
ndertaking the greater part of the burden of creating these forces 
in Europe. We are continually urging more effort. But I think they 

nderstand that the effort is needed, just as well as we do. 

Senator Smiru. I think you have watched it probably as closely as 
any of us since the beginning. I am wondering whether you have 
seen any improvement in morale and spirit and eagerness and willing- 
ness to pick up the responsibility of defending themselves and their 
own territories and making the maximum contribution to this joint 
ellort. Have you seen an improvement in that, since last year, and 
since We first started? 

Secretary AcHESON. Yes, sir; I have seen a very great improvement. 
| have seen that the organization of the combined forces under 
SHAPE has really had a tremendous effect in Europe. It has shown 


hy 
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that the thing is double, that it can be done. Here, under their eyes 
they see an army develop, and a good army. General Eisenhowe 
has been at great pains to visit all these countries, explain what is 
being done, and the people realize that this is possible of achievemen 
and is being achieved. Before, it was all talk. Now, it is things 
which are happening. And that has made a great difference. 


COORDINATION OF UNITED STATES PROGRAMS AND POLICIES ABROA! 


Senator Smiru. Now I have another questifn here, which is not 
quite in the same field, but it seems to be very important. What ou 
organizational relations are between MSP and our other foreign 
operations, particularly the operation of our embassies and legations 
is something I have never been quite clear on. What we want to 
know is how we are integrating the activities of the State Depart 
ment, the Defense Department, and the MSP abroad, and, when th: 
policies of these agencies conflict, who has the ultimate authority for 
resolving them? How are we avoiding disharmony? Do the repre 
sentatives of these agencies report only to their own agencies’ officials, 
or are the ‘y responsible to the mission heads and ambassadors in each 


country? Is all cleared through the ambassadors, in the last analysis 
and then through the State De ‘partment, or do these different groups 
work separately? Generally, what is the method for harmonizing al 


these efforts? Do I make my question clear, Mr. Secretary? 

Secretary Acurson. Yes, sir; I think I understand the question 
It is a little difficult to answer simply. 

Starting out at the country levels, in the various countries, there is 
the embassy, with the United States ambassador and his regular Stat: 
Department staff in each one of the countries, In ade lition to that 
there is an MSA mission in that country, which has a directing head 
toit. There is also what is called a military assistance advisory group, 
the MAAG group. Now, the ambassador is the head of the whol 
business in the country. He does not issue orders to these peopl 
in the SA and the military group, but they sit on his staff, and they 
work things out together. He advised them, and they take his advic 
on all their relations with the Government and the political problems 
in the country. The MSA people report to the chief man in Europ 
who was Mr. Harriman and is now Mr. Dri aper. And they also repoi 
to Mr. Harriman’s office in Washington. The military people report 
through military channels to the Department of Defense. 

That is the general set-up. Various steps are now being taken her 

bring about some improvements. All of this that I have talked 
about has to do with the administration of United Stateslaw. That 
the mutual security law. In addition to that, we have our relation 
shipson NATO. Ia the past, those have been diffused and somewhat 
confused. What we are trving to do now is to unify our representation 
in NATO and unify the control of the work in Europe under this MSA 
so that the United States can speak with one voice in both places. 

Now, to do that, Mr. Lovett, Mr. Harriman, and I have agreed 
on one person who represents all three of us on the NATO Permanent 
Council. That is, Mr. Draper. We have put the representation of 
the Department of Defense, of the Department of State, and of th 
MSA on the NATO Council in one person, so that you don’t have two 
or three or four people speaking differently. They speak through 
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one man. And when there is a political question involved, Mr. 
Draper gets his instructions from me. When there is one under this 
MSA Act, he will get it on an end-item question from Mr. Lovett, on 
the other questions from Mr. Harriman. Mr. Harriman works with 
\Ir. Lovett and me, so that the instructions are always clear and 
coordinated and go out in that way. That is a big step forward. 

We are contributing to Mr. Draper's staff, so that he has some 
people who are experienced in the Defense Department, some in the 
State Department, some with Mr. Harriman; but he speaks for us. 

I think the whole thing is being pulled together much more tightly 
and it will be much more efficient and much more effective. 


NO ADMINISTRATIVE CHANGES PROPOSED 


Senator Smirxa. Are we asking for any changes in this drafted bill 
over What we had last year on the organization end? 

Secretary AcHEeson. No, sir. We think that the great thing to do 
is to leave that organization, those provisions, as they were passed 
by CU Ongress last vear We have worked them out We know how to 
operate under the ‘Ih. They are satisfactory so far as we are « oncerned, 
and we think it is a good, workable arrangement 

Senator SmirH. [I am glad to hear you say that you think last vear’s 
organization is working out well so far as you ean see. 

Secrets ry Acueson. Yes, sir. 


EFFECTIVENESS OF THE TECHNICAL ASSISTANCE PROGRAM 


Senator Smrru. I just have two more short questions here. To go 
» another part of the world, do you believe that our present technical 
assistance program in the Far East—let me say I am very much in- 
terested in that—and the Near East, is of sufficient impact to win us 
the friends we need with the speed with which we must have them? 
In other words, is that program aimed at what might be called the 
ideological side of this whole picture, rather than simply the military 
side? Is it geared really to get the confidence of the people in the 
Middle East and the people in the Far East who are groping around 
and looking for some way by which they can be helped to make their 


own self-determination? They are yearning for freedom. You heat 
that constantly. 
I am very much interested in that subject. And [| am wondering 


if you feel that the program you advocate here along that line is 
geared to accomplish those results? 

Secretary AcnEson. Yes, sir; 1 think itis. You can find those who 
believe it ought to be much larger than it is. | think it just cannot 
be any larger. The funds are not available and the men are not avail- 
able, and [ think we are doing all we can do. 

The programs are somewhat different in the Far East, in certain 
parts of the Far East at any rate, from what they are in South Asia 
and the Middle East. Because in many parts of the Far East actual 
hostilities are going on, and therefore the economic side of this is 
directed toward economies which are actually gaged at fighting at 
the present time. In South Asia and in the Middle East we are trying 
to work on the basic problems to which you were just referring. And 
the programs in India and in Pakistan and Iran are devoted to that 
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end. They are considerably expanded frdm what they were before. 
They are different in degree from what they were before. And that 
is because of the time factor. 

We have thought that to do this thing slowly, and we hoped 
could be done, would not be effective, in view of the pressures which 
actually exist in India and Pakistan and Iran at the present time 
Therefore these programs are larger than they were, because they 
compressed in time. 

Senator Smrrn. I have asked this question primarily because w: 
hear the comment frequently that these programs are all desirable 
and are fine, but we can’t afford even the purely military aspects 
of this whole program. These other programs are not as imperative 
as the military buildup, and therefore if we are going to economize 
the TCA program ought to be cut out. I am troubled by that 
because I would personally cut this kind of things out in the first 
instance. 

Secretary AcHrson. I should think it would be very dangerous to 
cut out the programs in India, Pakistan, and Iran. They are very 
pressing and very important to the stability of those vital countries. 

Senator Smirx. Would not you go so far to say, though, that while 
we probably could not carry on an all-out program such as this big 
5-year plan for India because of its enormous expense, we can possibly 
help by pilot operations or by certain experimental plants in agricul- 
ture and otherwise and indicate our interest in what they are aiming 
at until the time when we could help them extensively. I am just 
giving that as an example. There are other areas. I have had 
information from places like Burma and | know from personal experi- 
ence in Formosa that there has been a wonderful job in rural recon- 
struction. In many places we can help without covering the whole 
area but by just putting in plants where the experiments can be 
carried on and the way shown, rather than doing the whole thing 
ourselves. 

Secretary AcHEson. That is the basis of the TCA program in the 
other parts of the world aside from the three that I have mentioned 
plus the refugee problem in Palestine. Those four things are different 
from what you have just spoken of. But in Latin America and in 
parts of Africa and in other parts of the Middle East we are doing 
what you have just described. We are having demonstration projects 
so that you can show the value of certain things in agriculture, public 
health, the small industries that can be built around agriculture, such 
as canning. A very simple little canning factory makes all the differ- 
ence between wasting the produce, which would spoil, or preserving 
it for human consumption later on. In most of the places you put up 
one small little canning place and people see the vast difference which 
that makes in their own lives and then they want to put up a canning 
factory themselves somewhere else. It is on that basis that the 
program has operated in the rest of the world. 

Senator SmirH. It is good to have you explain that because some 
think we are trying to run this on a grandiose scale all over the world. 
I think myself that the amount of money spent for those experimental 
plants may be some of the best money we could spend to create good 
will and also really to give our know-how in the way we really want it. 

Mr. Secretary, what further steps, if any, do you believe this 
country could and should take to increase the markets available for 
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uropean goods, particularly those of Great Britain? Do you think 
we ought to take any part in increasing the markets for these countries 
ve are trying to help? 

Secretary AcuEson. I don’t think there is anything necessary to be 
done now, Senator. Iam not as well informed on that as perhaps | 
should be. 

Senator Smirx. That is all, Mr. Chairman. 

The CuHatrMAN. Senator Fulbright? 


ENCOURAGING THE UNIFICATION OF EUROPE 


Senator FutBricur. Mr. Secretary, returning for the moment to 
the questions asked by Senator Green, I am wondering about your 
attidue toward the unification of Europe. You are really sold on it 
as an important development now? 

Secretary AcHESON. Senator, I think in my opening statement 
here and in a radio speech I made when I came back from Lisbon I 
laid very great stress on it. 

Senator Futsricut. Referring to the top of page 2, you say, 


ms 


‘as amended, should be so administered as to support concrete 


measures for political federation, military integration, and economic 
unification in Europe.”’ I wonder what you had in mind by that. 
What are some of the concrete measures that are contemplated in 
that language? 

Secretary AcHESON. We have supported, as you know, in the past 
such concrete measures as the freeing of trade within Europe from 

various restrictions, of which the Schuman plan is a part. The 
first thing I mentioned is the European payments union. We have 
given a great deal of military assistance to building up the NATO 
forces. We have given a great deal of help where we can toward 
furthering the European defense idea. That is the sort of concrete 
measure. Anything that goes further than that of course we would 
also support. 

Senator FuLBricur. Is the method of procurement used in such a 
way as to be one of these measures, the procurement of arms and 
other munitions over there? 

Secretary AcHESON. Yes. 

Senator Funtsricur. Is that one of the considerations you use in 
procurement? 

Secretary ACHESON. Yes, sir; that is one. I was just saying there 
in answer to a question of Senator Smith that insofar as you can by 
your procurement keep in operation or provide the fac ilities for main- 
taining, after the capital equipment is built up, the military equipment 

1 Europe, you do just exactly what you were referring to. 


DOMESTIC SOLVENCY AND FOREIGN AID 


Senator Futsricut. Mr. Secretary, if I might suggest the difficulty 
which is confronting our Congress in an election year when we have 
proposed quite a large deficit, I wonder if you would care to make 
some observations and give us your judgment as to the relative 
importance of some of these items in our budget. I think anyone 
an judge from reading the accounts in the press or from hearing the 
discussions on the floor of the Senate that there is a great sentiment 
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for some cuts in the proposed budget because of the proposed deficit, 
that is, the administrative deficit “of $15 billion. I personally, as I 
think you know, feel that this foreign program is a very important 
part of this budget. Looking at our situation I think realistically, 
it is sort of an exposed part of that program because it doesn’t have 
any constituents here in the same sense that other programs have. 
Would you care to say whether or not, if we were to cut, the domestic 
military program might not be a safer place to cut than to cut the 
foreign program or economic program? That is really what it comes 
down to. That is the decision we have to make, assuming there 
will be a cut, and I think we can assume that without committing you 
to say that you think there out to be. If we have to make this 
decision, which we do in the final analysis, it is an evaluation of which 
is the more important, or to put it another way, which is the more 
dangerous to cut. 

Secretary AcHESON. Senator Fulbright, | think before you joined 
us, Senator Wiley was examining me on this point, and I think I said 
all the ideas I have on it in answer to his questions. I would be 
delighted to go over it again. 

Senator Futpriaur. No. I did not realize you had covered that. 

I think that is of course the very most important problem of all, 
how we evaluate the cuts. There will be some cut, but no one knows 
how much. The difficult question is to know where it should come. 

Secretary AcHEsoN. What I was stressing in my answers to the 
questions of Senator Wiley was that this particular bill deals with the 
forces which, with our own troops in Europe, would be in the event of 
trouble the first ones to meet that trouble. Therefore, whatever might 
be done elsewhere in the budget, I said I did not think this was a good 
pdace to begin cutting. Whether one turns to the domestic military 
budget or other places or whether one feels it is necessary to cut at 
all is not a matter on which I have any real opinion. 

Senator Futsricur. | would not ask you to express yourself as to 
whether it should be cut at all or not. | do not think that is your 
function. But it does seem to me that the Congress ought to have 
some guidance from the administration from an over-all look at it. 
If each one comes up and restricts himself just to that bill, then it 
still leaves the Congress in the dark as to the relative value of the 
various programs. I| have hope that the administration will give some 
guidance in that decision. 

Secretary Acureson. I] think what you have assumed is the premise 
that something must be cut, and therefore the administration must 
say what. What I was pointing out to Senator Wiley was that the 
best judgment of the President has resulted in his sending up a budget 
in which there was a deficit. Therefore, he did not think that it was 
necessary to cut any of these items at this time, and he apparently 
did not think that harm would come, undesirable as it might be, from 
having that degree of deficit. 

Senator Futsriaar, I understand perfectly, that you are not advo- 
cating anything, but it would seem to me possible to discuss a matter 
of this kind in an objective way upon the assumption that there may 
be a cut. I do not see why that is an unreasonable way to discuss it, 
since for the purposes of discussion, although you thoroughly dis- 
approve of it and think it highly unwise, let us assume—I must say 
not unlikely contingency—that there will be a cut. Is one place better 
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or more dangerous than another? I do not want to press you on 
the matter. 

That is all, Mr. Chairman. 

The CuHArrMan. Senator Hickenlooper? 


TOTAL COST AND DURATION OF MSA PROGRAM 


Senator HickeNLoopgeR. Mr. Secretary, at the Lisbon Conference 
Was an estimate developed as to the total over-all dollar program for 
the rearmament of Europe? It runs in my mind that I saw some place 
a $300 billion figure over a period of time as an estimate of some sort. 

Secretary Acnreson. No, sir. I saw the story which vou refer to 
There is absolutely no basis for that whatever, and there was no such 
figure or any figure discussed for that. 

Senator HickENLOoopPER. I believe Senator Smith developed that 
for the next 2 or 3 vears some $24 to $27 billion, in that area, was a 
total figure which we might conte molate as being our share. I want 
to be clear about that. I believe that figure has been testified to 
before. I think it was testified to last year, that is, that it might well 
over the next 2 or 3 years cost us from $24 to $27 billion. Am J 
correct about that? 

Secretary Acueson. In the hearings before the House last year 
Mr. Judd was questioning me about ‘this matter, and I think I ‘said 
at that time that I thought we would have a couple of years like last 
year’s bill. Mr. Judd made a computation with which he got my 
agreement, and I think my agreement was erroneous at the time. It 
resulted in the figure that you have in mind. 

What we were “talking: ¢ about last year was the possibility of achiev- 
ing the capital development of the military forces in Europe in a 
specified time. That we think now is an impossible eee to 
make. You cannot look ahead and say that this job can be done in 
2 or 3 years. All you can do is to say that you must look at it annu- 
ally, knowing what forces you are trying to build up—and even those 
may change de ‘pending upon the conditions in the world—and that 
you know that the building up of the capital equipment of the Armed 
Forces will be much shorter in duration than the necessity of main- 
taining that after it is done. That may go on for quite a long period. 

Therefore, all that I think anybody can say now is that there will 
certainly be another year in which requests will be made of this mag- 
nitude, but it all depends on how much can be done, how quickly i 
can be done, and what the circumstances show is necessary. 

Senator HickENLooperR. The whole purpose of my question is 
whether we are now buying a pig in a poke or whether we have some 
reasonably educated estimate of what we are getting into, in order 
to accomplish at least what our present goals are. I think I have 
some place testimony that I believe was put in before this committee 
or the combined committee along the line of $24 to $27 billion as the 
total for a 2- or 3- or 4-year program to accomplish our results. 

You feel that this $7.9 billion figure is essentially enough that we 
are warranted in spending it? IT understand that from your testimony. 
Do you differentiate between finding this money by way of borrowing, 
which is deficit financing, or by way of increasing the taxes, which 
would be somewhere around a 10 percent increase in taxes in order 
to meet this required expenditure? It has to come from some place. 
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Secretary Acneson. Yes. May I go back to something? 

Senator HickENLooper. Which is the more desirable. Yes, you 
may go back. ; 

Secretary AcHESON. May I go back to an earlier part of your 
question, Senator. I do not think it is a question of buying a pig in 
a poke. It is a question of how long it will take, and I think it is 
quite impossible to say how long it will take to do what it seems fairly 
clearly obvious that we must do. For instance, one can see this 
year, what we did at Lisbon was to decide on the number of forces 
which could be made available by the end of 1952, and that amounted 
to 50 divisions, as Mr. Lovett said, in various stages of readiness, in 
4,000 front-line air craft organized into air formations, whatever those 
should be called, and certain naval craft. That adds to what already 
exists and comes out with those figures. It is possible, it seems, to 
do that and therefore certain countries said we will put up to our 
parliaments requests for those forces. We can see that that is neces- 
sary and we can see that next year in all probability there will be 
necessary additions to those forces, but you can’t say how fast you 
can go beyond the 50 divisions or just where it may be desirable to 
stop, because world conditions have a lot to do with that. Some of 
this could have been done perhaps faster if we had not had the drains 
on equipment which came from the hostilities in Korea and Indochina. 
It is those things which add the uncertainty to it. 


FINANCING FOREIGN AID 


Now in regard to your last question, the answer is ‘Yes’’; it is a 
question as to whether you should have a deficit or not have a deficit. 
That is right. 

Senator Hicken.Looprr. I thought I posed that in my question, 
and I asked for your recommendation as to whether it should be done 
on a deficit financing basis or on an increase in taxes. As I figure it, 
7.9 is roughly 10 or 11 percent of the total tax intake of this country, 
and the question whether we should jump taxes 10 percent to meet this 
or whether we should go on the deficit financing theory and borrow it. 
You are not Secretary of the Treasury, I understand that, but you are 
a very intelligent gentleman, and | think your opinion would be 
worth something. 

Secretary AcHEson. I think you are flattering me in this field, 
Senator, because I doubt whether my opinion is worth very much. 
I think all I should say and all I can really say is if it is a choice be- 
tween having a deficit and not doing this, then I would choose to have 
the deficit because I think this is a V ery vitally important thing to do. 
This provides the front-line defense, and the front-line defense is of 
very great importance. 

Senator HickENLoopER. I understand your commitment to the 
necessity of this amount of money, but I cannot agree that it is a 
choice between not spending the money and having a deficit. I think 
if it is desirable to spend the money, the choice is, will we increase the 
taxes on the American people to raise this money or go to the deficit 
theory. To my view, that is the choice that we have. 
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EVOLUTION OF OUR FOREIGN-AID PROGRAMS 


Getting back to what I called a pig in a poke a while ago, my 
reason for making that statement of course stems from the history of 
this whole thing since 1948, when we went into ECA. The record is 
quite clear—and I need not burden the record at this point with 
requoting and rehashing old records—that ECA was to solve the 
economic and security ills of the world because people would be raised 
to self-sufficiency in Europe and their morale would be increased and 
thereby the threat of aggression would be pushed farther away, and 
that that would take perhaps 4 years. The record is quite full of 
testimony to the effect that if we went into ECA and spent this money 
over there and people were restored to economic soundness, that 
would eliminate the necessity for either large arms help in Europe or 
for large military expenditures in this country. I merely make that 
statement. As I say, 1 have various statements here that I could 
clutter the record with by repeating them, but they are in the record. 

We were also to solidify the free world. They would join together 
and be great friends of ours and great supporters and present a solid 
front. It occurs to me that as the years have gone by we not only 
have not reduced the threat of aggression which faces the so-called 
free world, but those who were manifestly friendly to us in 1948 and 
1949 have been gradually drifting away. I just made a little notation 
here a moment ago as to what has been happening under this program 
where we have been spending such increased billions of dollars. I 
notice that now Mr. Attlee, the leader of the Socialist Party in 
Britain, is very vitriolic in his criticisms and his party is. It seems 
to me as I read the press dispatches that Egypt is mad at us now, that 
India has become very aloof indeed and seems to be getting a little 
closer to the Russian orbit. Iran has had countless demonstrations 
against us over there. Guatemala is now confiscating American 
private property in Latin America. Mexico has politically refused 
our help and refused cooperation in a military way, at least the last 
I saw. I believe Indochina now has been pulling away from us. 

So I think of those things when I refer to this pig-in-a-poke business 
that perhaps is confronting us. 

I should think over these years, at the end of 4 years, we should 
more clearly now be able to define goals concrete ‘ly and more con- 
cretely be able to say to the American people what it is going to 
cost them over a period of time. 

May I just add this to this perhaps inexcusably long statement. 
May I say, as you know, I have generally supported the theory of 
economic assistance and have generally supported the theory of 
military assistance programs and many of these things, but I am not 
so certain at this moment what I have been supporting. That is my 
whole pig-in-a-poke idea. I get more unclear in my mind as to 
where we are going and what results we are getting. 

1 would be glad to hear any comment you would have to make on 
that, Mr. Secretary. 

Secretary AcuEson. I should like to say that you are quite right, 
you have supported these things, and I am very glad you have and 
T hope you will go on supporting them. 
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ATTITUDE OF OTHER COUNTRIES TO THE UNITED STATES AS A 
RESULT OF OUR AID 


I do not think that I would agree with the statements which you 
made as representing the attitude of certain countries toward the 
United States, nor do I think that the troubles which have come to 
the world have come as a result of the Marshall plan. In fact, the 
Marshall plan was the plan which stopped a great many. What we 
have set out to do in 1947, 1948 

Senator HicKENLOoopPER. I did not mean to create the impression 
that they had come necessarily as a result of the Marshall plan. | 
am just saving they have resulted—period. 1 am not trying to 
define exactly what they have resulted from. 

Secretary Acureson. What has been happening, we you know, is 
that in 1946, 1947, and 1948 the problems appeared to be primarily 
problems of economic disintegration. It was to meet those that the 
Marshall plan was put forward, and I think the Marshall plan had the 
result which we hoped it would have. Then began a series of threat- 
ening actions on the part of the Soviet Union which have caused a great 
deal of trouble, beginning with the difficulties which the Soviet Union 
manifested in 1947 and 1948 with the Berlin blockade and the troubles 
in the Far East. We have had to meet difficulties which were not fore- 
seen. Perhaps they should have been foreseen. 1 think it is rather 
bevond human capacity to foresee all that. At any rate, we have had 
new problems by the attack in Korea, by the long, exhaustive war in 
Indochina and Malaya, and in the troubles which have occurred in the 
Middle East. Those middle-eastern troubles are the result of the very 
strong nationalist movements, which in many places have taken the 
wrong direction. The troubles in Egypt do not come from any action 
of the United States, and I do not think that there is any hostility on 
the part of the Egyptians or the Egyptian Government to the United 
States. That has grown out of the long friction between the Egypt- 
ians and the British in regard to the defense of the Canal. 

In Iran, again it was not anything directed against the United 
States. It was trouble which arose between the oil company and the 
Iranian Government due to the desire of the Iranian Government to 
nationalize the wells. The troubles in other parts of the Middle East 
have grown out of the long conflict between Israel and the Arab states 
In Europe there was a real threat and danger of actual aggression which 
seemed at one time to be directed in the first instance at Yugoslavia 

To meet all those things we have taken certain steps. Nobody 
can tell when we will bave gotten to the point where what we have 
done will turn the tide so that these dangers will recede rather than 
come forward, but I think we have to go ahead resolutely to do it. 
I do not think we have any other choice, I believe we can succeed and 
will succeed if we keep tackling the problem ahead of us when we 
see it and then do what is necessary to be done. 

Senator HickENLooper. | earnestly hope that the next 4 years 
will be much more successful in reaching our govls of peace and 
friendship than the past 4 years have. It seems that in the past 4 
vears we have probably increased the number and burdens of those 
who are either jealous of us or dislike us. I do not know how much 
longer we can stand the same percentage or increment of hostility 
and get along 
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TAXES, CHARGES, ETC., ON UNITED STATES AID ABROAD 


One matter that I wanted to ask you about is this confused ques- 
tion—and it has been confused for 2 or 3 years—of taxes or charges 
or exactions of any kind which France, England or any other country 
that is receiving our aid, levies against United States funds in con- 
nection with goods or services which we are rendering in aid of this 
common effort within their countries. We have had many news- 
paper stories about certain French charges. 1 do not know just 
what the term should be, but certaim exactions or charges in connec- 
tion with either goods and services or materials which go primarily 
in this effort to France. The British also, for instance, are charging 
us so much per year per man for keeping our soldiers in Britain, and 
other possible charges. Do you have the answers to that, Mr. 
Secretarv? So many questions are asked about it, | cannot dispute 
some of the statements that are made. 

Secretary AcHreson. | think I have the broad answer, and we will 
rive vou the detailed answer as the hearing goes on, Senator 

In the first place, no country, as I understand it, has ever levied 
any tax or charge of any kind against any of the military equipment 
or goods which we have sent over as part of the MMDAP or the Mutual 
Security Program. The tax question has arisen out of the operations 
of the United States within one or another of the countries, and in 
rezard to those operations no taxes have ever been levied as such 
upon the United States. The United States has never paid a tax, as 
1 understand it, to anv government 


However, in purchasing equipment and in conducting operations 


in many of the countries the indirect taxes have gone into the cost of 
operation, and that is undesirable. We don’t like it, the other country 
doesn’t like it, and the Congress doesn’t like it. We have been 
charged in the State Department with reetifving this situation, and 
we have been verv hard at work at it and I think very successfully at 
work at if 


AGREEMENTS ELIMINATING INDIRES rAXES 


With the Netherlands we signed an agreement to remedy this situ- 
ation on March 7; with France on March 13; with Italy on Mareh 7 
I should sav we have had a vroup of people representing the State 
Department and the Defense Department who have been in Europe 
ever since, I don’t know, the end of last vear or the first of this vear 
working this matter out. An agreement has been signed with Nor 
way and will go before the Storting for approval this week. With 
Denmark an agreement has been signed which goes before their legis 
lature for approval. With the United Kingdom an agreement has 
been worked out and is now awaiting signature by Mr. Eden when he 
returns from Paris. With Belgium it will probably be signed within the 
next 2 days. With Luxemburg it can be signed any day now. It has 
been worked out. With Iceland it is to be signed an day The text is 
agreed on. With Portugal we have an agreement in principle. The 
text has not vet been finally worked out, but will be very soon 

In anticipation of these tax agreements we have withheld from all 
moneys which we would spend in these countries an amount which 
will more than cover the tax component of the goods or services which 
we purchase. When these agreements are signed, then there will be 
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a computation between our administrative officers and the foreign 
government as to what would have been the tax component in these 
goods. Whatever that is will be withheld, and if we have withheld 
too much, we will pay the balance. 

These agreements will all be laid before the committee. Some of 
them can be made public at this time. Others can be laid before the 
committee in executive session, but should not be made public until 
they are made public by the other country involved. 

The purpose of these agreements is to catch every kind of tax. It 
begins with a general provision which says that that Government will 
assume or will take away any burden we have, any tax, concealed or 
otherwise. Then it goes on to enumerate every tax that anybody 

can think of. It has a clause at the end that says if we have omitted 
any, we will reopen the agreement and put them in. 

Those agreements, as I say, have been worked out. We are now 
looking into the question as to whether the same thing is necessary in 
Greece and Turkey. We do not have the same operations for the 
account of the United States in those countries that we have in the 
other countries, but we will look into that and if it is necessary we will 
have agreements with those countries, too. 

I think this is a rather long answer. We are on top of the problem. 
| think it has been licked in all these countries. The agreements will 
be laid before you, and the negotiating team which has been over doing 
this will appear before the committee and answer in detail any ques- 
tions about any specific tax or reports which have come to the 
committee. 

Senator HickENLooperR. I think you for that detailed explanation of 
the matter because it has been a troublesome question and it has been 
bandied about on various occasions. | will be anxious to get the facts. 


MEANING OF INFRASTRUCTURE 


This infrastructure operation, as I understand it, applies to installa- 
tions which may have and usually do have a combined civilian peace- 
time use as well as a military emergency use. That is, among other 
things, if the structure applied to the e nlargement of an airfield or the 
extension of a telephone network or something of that kind which is 
deemed necessary for emergency military operations, it comes within 
the infrastructure, does it not? 

Secretary AcHEson. You may be right, Senator. I had not known 
that. I thought these were military installations. 

Senator HickeNLoorer. Last summer it was explained to me by 
some of our people in Europe, and the two illustrations that were given 
to me were the extension of runways and other installations on one 
particular airport. My informant, who was an American general, 
said, “Where infrastructure starts and ends I don’t know. but this is 
infrastructure,” and he pointed to the operations there. Then some 
others indicated that the extension of telegraph and telephone lines 
and aid to radio stations which would be considered vital in time of 
war emergency for communications probably were involved in this 
infrastructure contribution which we were making. If you are not 
aware that those are included, then my question would be fruitless at 
the moment, but what I was leading up to was this: Where a develop- 
ment in the infrastructure program does have definite peacetime uses, 
economic uses, as well as possible emergency wartime uses, what 
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arrangements are made for adequate compensation and evaluation 
of the contribution there as far as American help is concerned, or do 
we pay the whole business and then let them use it economically, 
accepting a sort of paramount right to its use in time of war emergency. 

Secretary AcHEson. I should prefer to have those questions 
answered by Mr. Lovett, but in general the country where the facility 
is to be installed provides the land, condemns the land and does all of 
that. The total cost of what is put on that property is then divided 
among the NATO countries. Each one makes its contribution, I be- 
lieve, although I would much rather have Mr. Lovett say this. 

Senator HicKENLooPER. I do not want to ask you to answer a ques- 
tion unless you feel you are familiar with it. 

Secretary AcnEeson. I am really not competent to answer these 
questions. 

Senator HicKENLOoPER. 1 do want to raise the question and | 
should like to ask it of Mr. Lovett when he comes up. 

Secretary AcnEson. We will see that it is answered fully. 

Senator HicKENLOopPER. It is a fact that whatever is spent in 
infrastructure comes out of our over-all military appropriation budget 
for our own defense establishment and does not come out of this 
$7.9 billion of the Mutual Security Program, is that correct? 

Secretary AcHEeson. That is correct. For the year 1953, the year 
we are talking about, this is in the military public works construction 
budget. In the current vear, 1952, it has been deducted from the 
amounts appropriated under MSA. 

Senator HicKeENLooper. As a matter of fact, the $7.9 billion asked 
in this bill does not in fact tell the whole story of what we are spending 
in Europe in a military and economic way. <A part of what we are 
spending, the increase, comes out of our regular military budget. 

Secretary AcuEson. That is true, sir. We have forces of our own 
in Europe which are paid out of that budget, equipped out of it, and 
the infrastructure comes out of it. 

Senator HickeENLOopPER. | think that is all, Mr. Chairman. 

The CuarrmMan. Senator Sparkman. 

Senator SPARKMAN. Mr. Secretary, the Senate is in session and I 
do not care to prolong this much, but I do want to ask vou some rather 
hurried questions. 

Going back very briefly to the suggestion that Senator Green 
brought up about the language on page 2, the basic philosophy of this 
whole thing is that it contributes to our own national secur ity, is that 
not right? 

Secretary AcnEson. That is true, Senator Sparkman. 

Senator SPARKMAN. I do not care about any answer on this now, 
but I would like to suggest that perhaps a slight amendment in line 19 
might do the job. After the word “contribution” insert these words, 
“to the security of the United States through the,” and strike out the 
word “toward.” 

As I say, I do not care for an answer now but | thought | might 
offer that as a suggestion. 

Secretary AcHESON. May we study that? 

Senator SPARKMAN. Yes. 

Mr. Secretary. I want to ask you some very hurried questions 
about the point 4 program, because that is directly your responsibility, 
is it not? 

Secretary AcHEson. That is correct. 
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rCA PROGRAMING AND EXPENDITURES 


Senator SpaRKMAN. | have heard some criticism of the amount 
placed in here for point 4. I have heard, just as you suggested, that 
it was too small, but | have also heard that even what we have in 
here is more than we will be able to spend wisely. I have heard it 
said that last vear, whereas the amount we gave was much less, we 
have not been able to spend all of that. I wonder if you could tell us 
how much we provided for the present fiscal vear. 

Secretary Acugson. Yes, sir; I can tell you that. 

At the present time the Technical Cooperation Administration, the 
TCA, which as you sav is my responsibility, has available to it $210 
million. Of that, they have obligated as of January 31, 1952, $42 
million, and they have expended $22 million. 

The reason for this situation is that up until the first of November 
1951, that is, 445 months ago, the TCA was operating on a budget of 
expenditures of about $2 million a month. That was what Congress 
had provided for. Four months ago they very greatly increased the 
program, and they increased it under new legislation which required 
agreements to be made with the countries in which we were to operate 
on a specific budget. So it has taken us pretty much all of this inter- 
vening 4 months to work out the projects to be covered by the new 
funds and to enter into the agreements with the countries. That has 
been done, and we are now prepared to go ahead 

! have here a table which I should be glad to submit for the record, 
of the Technical Cooperation Administration’s forecasts of obliga- 
tions and expenditures, both of the funds which they now have avail- 
able under prior legislation and the funds for which they are asking 
under this legislation. That indicates that the present funds will all 
be obligated by the end of this fiscal vear, that is, 211 million, roughly, 
will be obligated. About $124 million will be spent. Then in the 
following fiscal vear the remainder will be obligated, which would be 
$328 million, and $340 million will be spent. So you will have spent 
more than is in the bill for 1953 because you will be spending the 
amounts out of the 1952 legislation. I will hand that to the reporter. 

Senator SPARKMAN. [ think that would be very helpful, and, Mr. 
Chairman, | would like to have it placed in the record if I may. 

The CHarrMan. Very well. 

The information referred to follows: 


(Cooperation ( istration, forecasts of ob 


June 30. 1953 


[Thousands of dollars] 





MUTUAL SECURITY ACT OF 1952 117 
TCA EMPHASIS IS ON TEACHING AND DEMONSTRATION, NOT ON GOODS 


Senator SPARKMAN. Mr. Secretary, the point 4 program is one of 
definite limitations, is it not? [ mean by that you have to work up 
the projects, and you have only so many technical people who are 
available to assist. Does that not impose a certain limitation? 

Secretary AcHrEson. Yes, sir. The TCA program has been based 
on the concept of teaching. It is technical cooperation. It has 
always had in it a component of materials for demonstration and for 
use. For instance, if you were going to attack malaria some place, 
it does not suffice merely to lecture there about malaria. You get an 
airplane there and you get the DDT, and you go and spray some lakes, 
and then people see that they don’t have malaria any more. It has 
been a demonstration project. You bring in agricultural experts to 
anarea. When they come in they bring in with them tools to be used 
and new seed to be used. Thev give that to the people, show them 
how to use the seed, how to use the tools, and then the r sults clve the 
people a desire to have that all over the country, and then their own 
government takes it over and does it. 

As I said in answer to an earlier question, as you get the agriculture 
of a demonstration area increased, you have a surplus for the first 
time in a long time. Then they put in a canning factory and they 
show that you can preserve this food so it doesn’t waste and doesn’t 
spoil. That has been the background of all these programs, and they 
have been small. There are three new programs which are different 
in degree altogether from what we have done before. That is the 
Indian one, the Pakistan one, and the Iranian one. The reason that 
they are larger is that we are trying to compress into a short period of 
time, 4 years, what in other parts of the world, South America, the 
Middle East, and other parts, will take a long time to do, because we 
do not believe we have a long time and we must get the results sooner. 

There is one other part of the TCA program which differs from 
the traditional one, and that is under act of Congress we have been 
charged with the administration of the funds for the relief of the 
refugees, both those who have come into Palestine and those have gone 
out of Palestine. That is a different operation. It is not a TCA one. 
It is one that we administer because the Congress has told us to do it. 

Senator SPARKMAN. Mr. Secretary, I am not going to ask you to 
answer these questions because I think they probably will be answered 
when Mr. Lovett will be back before us. 

We hear a great deal of discussion along the same line with reference 
to the military program, particularly in the procurement of military 
supplies and equipment, about the lag in the expenditures. I hope 
that when Mr. Lovett comes before us he can give us a full statement 
on that. 

Has the question of inflation been fully considered, both inflation 
in this country and in the other countries? 

Secretary Acurson. It has been given a great deal of study; ves. 

Senator SPARKMAN. Has the program been geared up in such a way 
that the mininum inflation would be created? 

Secretary AcHreson. Yes, Senator Sparkman. Otherwise, the whole 
thing would go to pieces. 

Senator SPARKMAN. I believe that is all, Mr. Chairman 

The CHarrMAN. Senator Brewster: 





118 MUTUAL SECURITY ACT OF 1952 


Senator Brewster. Mr. Secretary, are you familiar with the 
figures about the rearmament program for Europe as far as their 
production is concerned during the past year? 

Secretary AcHEsON. I am afraid I am not. 


EUROPEAN DEFENSE PRODUCTION GOALS AND CAPACITIES 


Senator Brewster. I think you ought to take into account what 
I have in mind. I have asked you to check the figure. 'When we 
were there this summer discussing the matter with the authoritities 
of ECA they were at that time, I believe, estimating for the current 
vear. I understood them to tell us, and I am asking for verification, 
that they had estimated Europe might produce approximately 
between $3 and $3% billion worth of goods for war purposes without 
impairment of their standard of living, but that the countries them- 
selves were not disposed to do more than 2 to 2% billions, that is, 
approximately 30 percent less than our own authorities had estimated 
they could do. That figure impressed itself deeply on my mind as 
indicating something of the reluctance which we have heard them talk 
about which involves approximately a 50 percent increase in their 
production of arms. Have you ever heard any such figures? 

Secretary Acneson. I don’t know about the figures, Senator 
Brewster. I think I am familiar with the general nature of the 
problem that you are talking about. The Defense Production Board 
of NATO, which was under Mr. Herrod until he resigned recently to 
go back to private life, made a survey of factory capacity in Europe 
which was capable of turning out goods, and that produced a figure 
considerably larger than what was being turned out. The problem of 
unused factory capacity is one which has been bothering NATO for a 
long time. It is deeply rooted in the foreign exchange difficulties 
between the European countries, both in respect of getting raw ma- 
terials and disposing of the product. In other words, the factories 
are located in countries which do not themselves need for their military 
effort the full production of those factories. If they worked to full 
capacity then their products would be used in another country, but 
the other country has not got the funds with which to pay for them, 
and that has been the difficulty. We hope one of the results of the 
European defense community will be to solve those difficulties by 
having a common budget that will take some time to do, but that is 
the nature of the problem. 

Senator Brewster. Their maximum potential for arms production 
would then be achieved? 

Secretary AcHEson. Would then be increased, sir. 

Senator Brewster. They would be able to get nearer to the goal 
which our authorities estimated was feasible for them from the pro- 
duction standpoint. 

Secretary AcHEson. That is correct, si 


LIMITATIONS ON UNITED STATES TO AID OTHERS 


Senator Brewster. In answer to a question of Senator Smith you 
said the reason you did not recommend any more funds for economic 
aid was because—and I think I can quote your words—it cannot be 

- rjyy . 
any larger. That seemed to be the maximum that could be allocated 
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for this purpose, recognizing, apparently, a limitation on our own 
economy. 

Secretary AcHrson. There are several limitations. One is the 
limitation which has been imposed by the Bureau of the Budget on 
this whole program. That is one. 

Senator Brewster. They give you some over-all figure. 

Secretary Acngson. That is correct. 

Senator Brewster. Then you have to allocate in accordance with 
what you may consider should have priority. 

Secretary AcHESON. You have to do what you can, the most im- 
portant things within that area. So far as increasing the funds 
that Senator Smith was talking about, one way in which they might 
be increased would be to increase certain commodities which might 
be imported. In fact, at one time there was a recommendation that 
certain commodities should be imported into India under this program. 
That could have been done. We thought it was not necessary. We 
thought the program could get along without it. Therefore, that was 
cut out. In certain other parts of the program there might be things 
which it would be desirable to do if you could get the technicians and 
the materials to do it, but with materials in short supply you cannot 
get those and with technicians in short supply you cannot get men 
to head it. Therefore, we have cut these programs down to what 
we think can be done and what we think is absolutely necessary to 
be done. That is what I had in mind. 

Senator Brewster. You do then recognize that we are approaching 
somewhere near the limit of what we can economically be justified in 
doing. 


Secretary Acheson. We are anxious to keep this just as low as we 
can. 


BRITISH DOLLAR POSITION AS A RESULT OF IRANIAN OIL LOSS 


Senator Brewster. | think you told us before when we discussed 
the matter that the recent allocation of $300 million to England was in 
connection with the necessity of their purchasing dollar oil to replace 
the losses of Iranian supply. Do you recall that? 

Secretary AcuEson. No, sir; I didn’t say it was in connection with 
that. I said it was approximately the same amount which they lost. 
Earlier in the day I was running over the amount of the British dollar 
losses in the last 6 months of 1951, and that was a billion and a half. 
That is, out of a total reserve of 3.8 billion, they lost a billion and a 
half. 

Senator Brewster. In the preceding year what was the figure? 

Secretary Acueson. In the preceding year they gained. I don't 
recall. 

Senator Brewster. Approximately 2 billion in that year. 

Secretary AcHEsON. Since they devalued the currency, which was 
in 1949, I believé, the preceding 2 years, they had gained from a very 
low figure up to 3.8 billion. 

Senator Brewster. Yes. 

Secretary AcHreson. They lost a billion and a half. Their losses 
continued. The Government is doing everything they can to stop it. 
We believe they will. Where it will stop we don’t know. Therefore, 
the $3 billion and part of the $1.5 billion that they lost was on account 
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of having to buy dollar oil. That was somewhere between $250 to 
$300 million. The funds which we made available were made avail- 
able early in January for the purpose of enabling this program to go on 
and not stop it t because of these great losses in dollars. 

Senator Brewster. I think you said to us that if it had not been for 
the losses as a result of the Iramian difficulty, which necessitated buying 
dollar oil, their loss of exchange would have been that much less. 

Secretary ACHESON. Yes, sir; that is correct. 


RELATIONSHIP OF UNITED STATES AID TO THE UNITED KINGDOM AND 
THE IRANIAN OIL CRISIS 


Senator Brewster. So as of the present time the Lranian difficulty 
has cost us for the present approximately $300 million. 

Secretary Acneson. I should not think it is related that way, 
Senator. I think you might he ave put in the $300 million whether they 
had the Iranian losses or not? 

Senator Brewster. Why is that? If they had not lost it, why 
would we have to make it up? 

Secretary AcHEsoN. What we are dealing with is the very heavy 
loss of reserves. They lost a billion and a half. They are continuing 
to do it. They need some help to keep that program going. 

Senator Bre se rk. Mr. Secretary, if they lose $300 million, which 
you say they did, by reason of the Iranian difficulty, and we made 
up $300 million to replace their deficiencies, why do you say that we 
should still have been obliged to do it if they had not lost the $300 
million? It seems to me it is an entire non sequitur. 

Secretary AcHrson. I don’t think you have understood what I am 
pointing out. 

Senator Brewster. | would like to have vou clarify 1 

Secretary AcHEson. Let me try to clarify it. The $ $300 million 
which they lost on account of the Iranian difficulty is included i 
very large loss. 

Senator Brewster. Yes; that is right. 

Secretary AcHEson. It is a very large loss. 

Senator Brewster. It is $300 million greater because of the loss. 

Secretary Acueson. Surely. We are all clear on that. I agree 
thoroughly. That loss is still going on. I don’t know what it is 
now. In a couple of weeks they will publish the March 30 figure. 
It will be a considerable additional loss. The $800 million which we 
made available to the British was all we had to make available. That 
is all there was in the funds available to us. I believe that it would 
have had to be made available whether or not the Iranian oil had 
been lost because the $300 million lost on account of Iran is, after all, 
a small part of the total loss which they sustained. 

Senator Brewster. Then may I put the question another way. Is 
it not true that if it were not for the Iranian difficulty, the British 
foreign exchange situation would as of now be $300 million better off. 

Secretary AcHEson. There is no question about that, Senator. 

Senator Brewster. And as long as the Iranian difficulty goes on, 
there is going to be a continuing drain of their reserves for the purchase 
of dollar oil. 


Secretary AcnEeson. That is correct. 
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DEVELOPMENT OF IRANIAN OIL SITUATION 


Senator Brewster. If we are to some extent the banker for the 
British Empire or British Commonwealth of nations, we then have a 
very vital stake, if we are going to support it, in that situation. 

Secretary AcHrson. We have taken a very great interest in this 
Iranian trouble from the very start and have done our best to work 
out a solution with the two parties to it. The bank is now earrying 
that on. Weare ina moment of discouragement about the settlement 
We hope it will be more encouraging later on 

Senator Brewster. All of the reports which we have seen and the 
most recent statements of the parties vesterday confirm the impression 
that two points are involved, which we have discussed with you before. 
One is the matter of whether or not British technicians shall be em- 
ploved in Iran under the World Bank proposal. The other is as to the 
price of oil. Is that your understanding of what is involved? 

Secretary Acugeson. There are other questions. 

Senator Brewster. Are those not the two major problems? 

Secretary Acueson. I think I would rather not discuss the whole 
negotiations which are in the hands of the bank, but there are many 
difficulties. 

Senator Brewster. That is what we are being repeatedly told 1 
the press, that those are the two major problems. That is what the 
papers say. 

Secretary Acueson. That ts right. 

Senator Brewster. That is what Mr. Mossadegh has stated 
repeatedly, certainly, to our Ambassador. He stated it to me per- 
sonally, as I reported to you when I came back. Do you believe that, 
if we are going to be underwriting this proposition, we should permit 
this situation to continue if the issues are whether or not British 
technicians shall go into and operate in Iran? Is that a matter that 
we should be in any way responsible for underwriting? 

Secretary ACHESON. Senator, it Is a very embarrassing thing for 
me to try to discuss a negotiation which has been carried on by some- 
body else with two third parties. It is not really a matter of what 
we do or don’t do here. The bank is faced with ve rv serious practical 
problems. The practical problems are how it can operate this prop- 
erty, if it does Soe ate it. It has to operate it with people. The 
question is, with what people? The bank is doing the best it can to 
work this matter out. 

Senator Brewster. Is it not a fact that one who is competent in 
the operation of an oil industry of this magnitude and character in 
this area, an American, is prepared to assure anyone concerned that 
it can be operated without the aid of the British technicians 

Secretary Acurson. I do not know, sir. 

Senator Brewster. That statement has been supplied to your 
Department some months ago. Since the man involved was one who 
was in entire charge of our entire oil operations in the war, and has 
been the president of one of the largest operators in the Middle East, 
and for 3 years was consultant of the Anglo-Iranians and was familiar 
with their problems, why was it that the State Department more than 
a vear ago stated that the larger American operators would not go 
into Iran and that the State Department would not consider it desirable 
for others to undertake it 
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Secretary Acueson. I don’t recall the particular statement you 
have in mind. We have been doing the very best we can to bring 
the parties together and solve this matter. What we have done has 
been on the basis of our best judgment as to the wisest thing to do. 
I still think that what we did was the best that could be done. I am 
hopeful that the bank can work this matter out. 

Senator Brewster. Why is it that Iran is not allowed to work it 
out itself without our intercession? If Iran were able to make ar- 
rangements with competent Americans, if we recognize the national- 
ization, why is it that they would not be permitted to proceed? 

Secretary ACHESON. Sepator, you are assuming a lot of things which 
1 am not prepared to assume. I think anybody must understand 
that this is a dispute in which legal rights are involved. 

Senator Brewster. Is there any question— 

Secretary AcHESON. May I finish my sentence. The British have 
a contract under which they have rights. They claim that that 
contract has been breached and they have taken this matter to court. 
They have rights which they are entitled to protect, and they are 
protecting them. For a third party like ourselves to try and solve 
this, it has to be done with consideration for the interests of both 
sides, and that is what we have been trying to do. 

Senator Brewster. Since apparently we are going to be the one 
who pays the fiddler, should not we have a little larger voice in the 
tune? 


RELEVANCY OF IRANIAN OIL SITUATION TO FOREIGN AID BILL 


The CHarrMAN. Let me say right there that I do not see what this 


question about the Iranian oil has to do with this bill. I do not want 
to cut anybody off, but the Senate is about to vote on an important 
matter, and they have sent out a call. 

Senator Brewster. I will ask that we recess until tomorrow. 
I would like to explore this matter further. 

The CHatrMan. If it is in this bill and the Secretary has any 
responsibility about it, that is one thing; but if it is just a fishing 
expedition of a political nature, that is another thing. 

Senator Brewster. I am very happy to be corrected by the 
chairman, who is always so entirely nonpolitical, and has been through- 
out the conduct of these proceedings. 

The CHarrMan. He has to be political sometimes when the purpose 
of this hearing is not political and somebody like the Senator from 
Maine butts in with a lot of political stuff. I want to hold this 
hearing down to this bill and what is in the bill. 

Senator Brewster. Up in Maine we are still interested in $300 
million. I do not know whether you are in Texas or not, but that is 
a matter of some importance to us. We have to pay our share of it. 

The CHarrMAN. You have received a great many millions for onions 
that were never eaten and never used in Maine. 

Senator Brewster. I am sorry the Senator does not know the 
difference between an onion and a potato, although they are both 
root crops. I will add that I should like the Secretary to return 
tomorrow morning. I should like to question him some more about it. 

The CuHatrMAN. He is scheduled for the House tomorrow, as I 
understand it. 
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Secretary AcHESON. Yes, sir. 
The CuarrmMan. We shall not call him back here, if he is going to 
the House. Maybe I was in error about referring to it as onions, but 
it costs Just as much to buy onions as it does to buy potatoes, and you 


got the money. 

Senator Brewster. It does not cost nearly 
Texas ¢ rops that we have been supporting. 

The CHarrMan. We pay more taxes in a month than Maine pays 
in a year. 

| want to conclude. 

Senator Brewster. You also spend more. 

The CHatrmMan. Go ahead and finish your inquiry. 

Senator Brewster. | do not think the atmosphere is congenial 
it, and | wonder if we could resume this afternoon. 

The CHarrmMan. | do not think so. The committee is concerned 
with the Japanese Treaty, and that is before the Senate and will be 
this afternoon. 1 would like to finish with Senator Gillette, if I may. 

Senator Brewsrer. | think what I will do, then, is simply make a 
brief statement and ask the Secretary at his convenience to comment 
on it or make any reply that he desires, and it can be incorporated in 
the record. I think that would be the best way to dispose of it. 

The Cuarrman. All right, but I do not see what in the world this 
Government has to do with whether or not E1 
in the Iranian fields. 

Senator Brewster. Amen. 

The Cuarrman. I do not think the Secretary has concerned himself 
with that at all. He wants to settle the whole project, but the ques- 
tion of whether Jim Jones or Bill Smith will work in the Iranian fields 
is not a concern of the United States and is not included in this bill 
and has nothing on earth to do with this bill. Why we should 
here and spend time talking about who is going to work in the Iranian 
field is a matter that I cannot understand. 

Go ahead with vour statement. You said you wanted to make a 
statement and the Secretary could reply to it later. Is that right? 

Senator Brewsrer. As soon as I can regain my composure. 

The CuarrmMan. That will be a long time. If we have to wait on 
your getting your composure, it will be 6 months from now. Go 
ahead. 

Senator Br heise ip I understand the Senator’s composure will be 
restored more briefly in the Texas primary. 

The Cuatrman. That is all right. If the Senator will take 
Maine, I will look after Texas. 
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Senator Brewster. As you know, Mr. Secretary, I have been very 
much concerned as a member of the subcommittee dealing with this 
entire problem, and | have discussed it repeatedly with some of your 
associates at various sessions. ‘This did seem to me, when we were 
considering the matter of our program for foreign aid, a very appropri- 
ate time to bring it up, particularly since this $300 million has been 
allocated to Britain to some extent, perhaps we will agree, as a result of 
their losses of foreign exchange incident to the purchase of dollar oil. 
[tis I think well recognized and agreed, and you can so indicate in your 
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reply to this, to be a matter of very considerable concern to us as to 
what happens in Iran, a small country with a 2,400-kilometer, | 
believe, border on the Soviet Union. It is a very delicate situation, 
as you will recognize. The economy of Iran, as you point out in your 
report, is vitally dependent upon the oil supply. It is essential to 
them to get its flow of oil resumed not only for the oil, not only for 
the income to Iran, but also for the utilization of the refining facilities 
of Iran, which are the largest single unit in the world. This has gone 
on now for nearly a year, with the cost to Britain and to all con- 
cerned constantly mounting. 

We do not allow British technicians to come into this country with- 
out special permit of our Labor Department. We do not allow foreign 
technicians of any character without compliance with very spec ial 
provisions of our law. The idea of discriminating against the British 
n Iran rests in the long history of their difficulty and is one of the 
major problems. This, it has seemed to me, should not be a determin- 
ing factor in whether or not the free world is to be threatened with 
Communist infiltration in Iran by reason of the economic misery 
resulting from this difficulty. If we are the banker of the free world, 
we have to have a little more to say about how it goes along. 

The price of the oil, similarly, the other major matter in dispute, 
as | understand it, certainly does not seem to me to warrant the hazard 
of our becoming involved in the loss of Iran to the Soviet, which would 
be a major catastrophe to the free world. What Britain should 
receive as compensation for nationalization is another matter to be 
determined, but neither Lran nor the British can get anywhere until 
the oil starts flowing, and every day there is that much loss to some- 
body and we seem to be the one who is picking up the check. If it 
can be resumed, whatever proper adjudication can be made of British 
rights in that area by any competent international authority, and 
Iran may then be able to pay. It certainly cannot do so now. 

I have not personally been satisfied that as vigorous representations 
on our part have been made as should be made to let our British 
friends understand that we can not indefinitely tolerate the contin- 
uance of a condition of this character. 

Whatever you may feel you are free to say after you have looked 
into the matter further, if you desire, I should be glad to receive or to 
incorporate in the record. 


CONDITIONS IN SAUDI ARABIA 


One other matter that I have very strong feeling about, is the 
treatment of Saudi Arabia. In your reports you show no budget for 
1939, not available, but I have seen the income figures which were 
somewhere between $5 and $10 million 10 years ago, and are now 
around $100 million for this little country with no increased popula- 
tion. Last year you proposed grants of technical aid to Saudi Arabia. 
I have not been able to find a record of what was done. This you 
said you were going to give them only 1 or 2 million dollars as a 
gesture of friendship. But a country which has had an increase of 
about a thousand percent from around 10 million to 100 million in 
income in 10 years with no increase in population hardly seems to me 
to be in a position to apply for assistance of any character from the 
hard-pressed people of America. 
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1 do note in the report that they have increased their exports of 
gold. They exported 66,000 ounces of gold in 1950. I do not know 
that the 'V produced any gold, but they have been exporting it. They 
have been exporting 124,000 ounces of silver. The ‘y have had this 

vast increase in revenue, and I trust if they are included within the 
scope of your possible grants-in-aid, very careful consideration will 
be given as to why the American taxpayer, with a 15-billion deficit 
and a 256-billion debt, which is 35 times that of Britain and more than 
all of that of our associates in this enterprise, should be called upon 
for aid. 
IDEOLOGICAL CRITERION FOR AIDING COUNTRIES 


[ want you also to comment, if vou care to, on this curious item: We 
have had constant opposition to grants to Spain because of her dicta- 
torial character, because of their persecution of certain religious 
minorities. That has been constantly raised and expressed by the 
highest and most competent authority. I would like you to report 
to us whether or not it is a fact that no Jew is allowed to go into Saudi 
Arabia in any guise and whether or not Saudi Arabia has not the most 
dictatorial regime to be found anywhere in the world today, even 
including Russia, where they have at least 10 or 12 fellows in the 
Politburo, whereas in Saudi Arabia they have only one. Further, | 
would like your comment on the condition in Yugoslavia, which is a 


Communist regime, avowedly, of Mr. Tito, to whom we have given 


or are proposing to give around 100 million dollars, some of it before 
there was any authority, when there has been the most outrageous 
persecution of the Roman Catholic population there, which may not 
even be a minority, by the Communist dictator, Ir. Tito. 


There seems to be not the slightest hesitation on the part of the 
State De spartment and our foreign policy 

The Cuarrman. Will the Senator yield to Senator Gillette’ 

Senator GitLerre. Will you yield to me just a moment, as to 
make a statement. 

Senator Brewster. Yes. 

Senator Giuterre. I have been called to the floor on a matter that 
needs my attention. There were some questions that I was very 
anxious to propound to Secretary Acheson but in view of the fact 
that the Senator from Maine has not finished and I shall have to go, 
much as | should like to ask them of him, I will defer questions until 
to some succeeding witness who may not be the best witness, but, | 
hope, will be able to answer the questions for me. 

The CHatrmMan. Very well. 

Have you concluded your question that you wanted him to answer 
later? 

Senator Brewster. It was not a question. It was a statement on 
which I desired his comment. 

The CHarrMan. Very well. 

Senator Brewster. | am nearly ready to conclude. 

The CuarrMan. All right. 

Senator Brewster. I have not been able to orient myself to the 
idological attitudes of the State Department, which has been able 
to follow policies such as you have pursued in the case of these three 
particular countries, where certainly from the ideological standpoint 
there is a good deal of similarity in their dictatorial attitude and their 
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persecution of minorities, but some seem to be favored and others 
seem to be brought into very serious question. 

That [ think covers my comment. I shall be glad to have you at 
the proper time make any statement you desire. I do feel very 
strongly about the Iranian thing as I believe if these negotiations 
break down and chaos breaks out in Iran and the Communist threat, 
which is very aggressive there, moves in, a very grave responsibility 
will be born by our failure to impress upon our British friends the 
fact that it is more important to the free world to get the oil flowing, 
to get the Iranian refinery operating, than it is to quibble over British 
technicians and over the matter of a few cents in the price of oil. 

Secretary AcHugeson. I shall be glad to file the statement that | 
think is appropriate. I will observe now that most of our effort in 
the Department is directed to solving difficulties and not creating new 
ones, but we will make further comments on your statement when | 
have had a chance to read it.' 

Senator Brewsrer. I want to say this: In India the 7 million tons 
more of food come in conflict with Mr. Malthus. I was told by Am- 
bassador Bowles if you produce 5 or 10 million tons more of food, the 
immediate use of it will be to lift the living standard slightly of the 
people there by 5 pereent or so and second to bring 5 million more 
population, which will immediately reduce the standard again. Until 
solution of that problem is measurably achieved, we shall be pouring 
money down an endless rat hole, utterly impossible to cope with the 
productive capacity of India. I think that is something to which 
considerably more attention must be given before we go too far along 
that road. 

The CHarRMAN. Very well. 


Thank you, Mr. Secretary. We appreciate your coming very much. 
We hope you will have no difficulty in answering these questions. 
We stand in recess until tomorrow morning at 10 o’clock. 

(Whereupon, at 12:45 p. m. the hearing was recessed until 10 a. m., 
Wednesday, March 19, 1952.) 


» memorandum subsquently submitted by the Department of State wi]l be found as appendix I 
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WEDNESDAY, MARCH 19, 1952 


UNITED STATES SENATE, 
CoMMITTEE ON FOREIGN RELATIONS, 
Washington, Dd). Ci. 
EXECUTIVE SESSION 


The committee met, pursuant to notice, in the committee hearing 
room, United States Capitol, at 10 a. m., Senator Tom Connally, 
chairman of the committee, presiding. 

Present: Senators Connally (chairman), George, Fulbright, Spark- 
man, Gillette, Wiley, Smith of New Jersey, Hickenlooper, and Tobey. 

Present of committee staff: Dr. Wilcox, Dr. Kalijarvi, Mr. Marey 
and Mr. Holt. 

Also present: Frank Nash, Assistant to the Secretary of Defense; 
Lyle Garlock, Deputy Assistant Secretary of Defense; Maj. Gen. 
George Olmsted, Director of Office of Military Assistance, Office of 
the Secretary of Defense; Col. Royden Beebe, Office of the Secretary 
of Defense; Lt. Col. Andrew Goodpaster, Supreme Headquarters 
Allied Powers in Europe; Theodore Tannenwald, Jr., Assistant Direc- 
tor, and Counsel, Office of Director of Mutual Security; James 
Lanigan, Assistant Counsel, Office of Director of Mutual Security; 
Sam Efron, Counsel to the Office of Military Assistance, Office of the 
secretary of Defense. 

The CuarrmMan. Let’s come to order. 


All right, Senator George. I will turn the Secretary over to you 
for the first questions. 


Senator GeorGce. I did not hear the Secretary’s statement. I was 
not able to be bere at any of the preliminary statements. 

The CuarrMan. | heard it and | read it, and it is very good, indeed. 

Senator GrorGe. So | waive, and someone else may ask questions. 

Senator Winey. [understood from what I read and heard yesterday 
that Secretary Lovett was going to come up here and give us a bill of 
particulars showing the disposition of the various sums to the various 
countries, and a breakdown so that we were going to learn how this 
vast sum of 7.9 billion has been arrived at by countries. | think in 
that detailed fashion we could get an understanding that would be 
very important, therefore I felt rather specific questions were necessary 
if you follow out that plan. 

Are you prepared to do that? Do I make myself clear? 


STATEMENT OF HON. ROBERT A. LOVETT, SECRETARY OF DEFENSE 


Secretary Loverr. Yes, sir. I think it may serve you if I tried to 
account for the status of the funds at the present time. 

Senator GrorGe. [ wish you would do that—the unexpended and 
the unobligated funds. 
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Secretary Loverr. That is a very confusing thing. 
The CHatrMan. This bill reappropriates all that. 
Senator GeorGe. Yes, and [ want to see what it is. 


LEAD TIME 


Secretary Loverr. As you are all aware, the obligational authorities 
now are necessary because of the extraordinary length of time that it 
takes to get these vastly complicated weapons which we now use. | 
think the easiest way to see that is visually, and if you will let me, 
I will take just a moment to point this out. I will put the chart 
here because there are only a few of us here. 

We are right here now in fiscal year 752. 

A fighter aircraft takes 21 months from the time of contract, and of 
course under the foreign aid sections here we have an added complica- 
tion in that you have to schedule in effect after vou have gotten your 
appropriation. But let’s take the simple figure of 21 months. 

We go out and pick up this 12 months. Then we will have to pick 
up another 6 months, we will say, here, which brings us out to the 
middle of ’54 for this aircraft, and that mears, then, that we have to 
contract back here. Therefore we need obligational authority here 
in order to get this aircraft out at that time. 

Now, tanks. 

Senator WiLey. You are talking about that aircraft. How many 
can you put on that wagon there at the same time? In other words, 
it is not simply the one, but how many can you have ready within the 
21 months at the same time vou have that one ready. 

Secretary Loverr. If vou take a simple type like, we will say, 
an F-84 Thunderjet fighter, vour contract might call for, we will say, 
500 of them. You might start getting your first item out . te we 
will sav, in December of °53, which is the middle of fiscal 54. ‘The 
monthly rate of production, Senator Wiley, would be in the por r of 
100 a month now. Therefore you would pick up that 100 a month, 
and add to it whatever that facility would carry. You might get 
another 20 a month. But if you don’t put your order in now, then 
the production line will stop in January of ’54 and you won’t get any 
then. That is a strange new problem that we have run into. 

In tanks it runs about 11 months for a follow order. In other words 
if you wanted to get the tank there vou would count back 11 months 
and you would have to have your order in here, and on minesweepers 
it takes 15 months. In other words, lead time is extremely long now, 
in part because of the enormous complication of the modern equip- 
ment. 

Let me give you a very simple example, which I mentioned earlier 
to Senator Ge “orge. The World War I fighter, leaving dollars out, had 
515 electrical wires for a length of about 950 feet. Our present fighter 
has 5,520 wires, with a length of wiring of 23,970 feet. The cost in 
engineering man-hours in the World War II fighter, the Mustang 
for example, expressed in dollars, was around $27,000. The man- 
hours that now go into just engineering, direct man-hours, runs 
around 179,000. So this curious increase in cost is not just the result 
of inflation or its effects, but is actually the result of the enormous 
complexity in these aircraft. 
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REASON FOR RUSSIAN PRODUCTION ADVANTAGE 


Senator SmirH of New Jersey. How are the Russians so much 
ahead of us in production? We get all these reports that they are 
way ahead of us per month and everything else, and they are way 
ahead of us today in Korea, apparently. 

Secretary Loverr. The Russians never let down at the end of the 
war. They took the German technicians and put them in and kept 
their plants going, so they have three full years of head start on us. 

Senator Smiru of New Jersey. It is true, then, that they are ahead 
of us? 

Secretary Loverr. Yes, sir; they are ahead of us in monthly rate 
of production. 

COMPARISON OF F-86 AND MIG 


Senator Witry. Are their planes as complicated and as costly? 

Secretary Loverr. No, sir. Their planes are not in the same sense 
that ours are. The MIG 15 is a lighter plane. It weighs around 
9,500, whereas our F-86 weighs around 13,200. We have far better 
pilot production, far better instrumentation, and the F—-86 has a far 
better range. It dives faster because it has boost controls on the 
control surface. The MIG has higher speed at high altitude, and any 
fighter aircraft or any other aircraft is a compromise between desirable 
characteristics. The pay-off, Senator Wiley, is the battle, and in the 
battle we have gotten eight MIG’s for every F-86 lost. That is 
partly pilot, partly better gun sights— 

The CuarrMan. What are those figures? 

Secretary Loverr. One to eight. We have lost one F-86 in combat 
to every eight MIG’s that are shot down. It is partly pilot, but a 
very large contribution is the sturdiness of the plane, the rapid rate of 
fire of the guns. 

The CuarrMan. Most of our losses are from ground troops. 

Secretary Loverr. Yes. That is in a different type of plane. The 
F—86 is an interceptor fighter. 

To show you the problem, and I think you have to understand that, 
really, before you can fully appreciate these costs, if you have a MIG 15 
and an F-86 approaching each other at their operational altitudes, 
those two planes close at the rate of 1,200 miles an hour, with the 
result that 1 minute after they pass each other they are 20 miles 
apart and they can’t see each other, and that is why they have these 
great swarming, swirling air fights out there now with very little 
damage done, because there is only a minute fraction of a second in 
which you can press that button and have the bullet reach the target. 

What we have done is to fly so high so fast that we have passed the 
competence of the human body to coordinate, and therefore we go, 
instead of visual, into radar. We have to have electronic sights; we 
have to have all the automatic stuff in a plane you can put, because 
the human frame has not been redesigned for a number of years, 
whereas the aircraft is redesigned almost annually, and to me it is one 
of the most amazing experiences to come back here and find, for 
example, that the B-17, which was a magnificent bomber in World 
War II, which cost about $475,000—— 
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CONTROLS OVER PROCUREMENT COSTS 


The Cuarrman. I do not want to interrupt you, but with regard to 
the people who make these planes for us, have you got any control 
over them, or do they go on with these increased costs and you just 
have to take their figures and let them have what they want? 

Secretary Loverr. No, sir; we don’t. Under the law there are 
two systems of control that are used in addition to the initial contract 
price. The second is what is called redetermination. 

After the line has been running—let’s take the manufacture of 
shoes, Mr. Chairman, because that is a simple case within all of our 
experiences. Suppose we buy 60,000 pair of boots for North Korean 
winter use. After the line has run 50 percent of that, cost accountants 
go in and redetermine the cost. 

The actual case 1 have in mind is that of a manufacturer who took 
What is called a as. price contract at $19.61 per pair. Half 
way through the run the Navy went in and redetermined the price, 
and it turned . that the manufacturer had underestimated, as had 
our own men, by almost $5 a pair. So the manufacturer, under the 
maximum price contract, lost five bucks a pair. 

We have the final cheek on it, Mr. Chairman, in the form of renego- 
tiation. That is, after the whole job is done we then sit down and 
work out whether or not he has had an excessive profit, and we have 
the right of recapture under that, and there is a renegotiation board 
in the Government that does that. 


REASON FOR SPREAD BETWEEN OBLIGATIONS AND EXPENDITURES 


To continue the story of the complications of this thing, one of the 
strange facts is that as vou get into these complications and extend 
the time during which vou have to wait, the period of gestation before 
this thing becomes alive, vou of course have to have obligating author- 
itv further back, and under the long stretch-out in manufacturing time 
vou make progress payments during that period of 21 months on this 
fighter aircraft that we are taking as an illustrative case. Therefore 
vou have obligated 21 months in advance of the receipt of this thing, 
and during that 21 months’ period you will make, after a certain 
passage of time, certain progress payments under the contract. 
Consequently you will have a large amount of obligations cut, and a 
relatively smaller amount of expenditures under those obligations 
during the life of these contracts. 

Now, to be specific, the total which has been provided for the 
military assistance items by the Congress from fiscal vear 1950 to 
fiscal 1952 was $12,280,000,000. -We deduct from that $800,613 ,000, 
which represents transfers when we were required to make them under 
the fiscal vear 52 transferability clause, out of the Defense Department 
into MSA, for the purposes of purchasing raw materials and other 
things in accordance with the act. This leaves on hand $11,480,000,000 
of obligational authority 

Against that authority, as of the first of February, there had been 
allocated to us $9,823,000,000. Out ot that we had obligated—that is, 
contracted for—$7,007,000,000. That left $2,615,000,000 unobligated. 
On the 28th of February we received an allocation from MSA of an 
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additional $1,208,000,000. There remains in their hands unallocated 
at the present time $648,000,000. 

If we add the $2,615,000,000 unobligated at the present time to the 
total, which has recently been allocated and is not vet contracted for, 
we get a total of $4,473,000,000 on which we have contracting author- 
itv at the present time but have not contracted. 

The best estimates that we can make are that with the exception of 
perhaps $300 to $400 million, that will all be obligated by the Ist of 
July of this year. The amounts which will not be obligated are about 
$200,000,000 which are always held back for engineering changes on 
contracts currently in being. That is mainly for aircraft and ships, 
and $100,000,000 for completion of specifications on spare parts which 
are still in design stage. Those funds, of course, also include packing 
and shipping. 

That is the obligation picture, Senator Wiley. 

The CHarrman. That obligation is for all purposes, or just for 
aircraft? 

Secretary Lovert. This is military assistance of all kinds, sir. 

Senator Smiru of New Jersey. For the foreign program. It has 
nothing to do with our home program. 

Secretary Loverr. Just the military assistance program. 


CAUSES OF THE PRODUCTION SLOW-DOWN 


Senator GeorGe. Before you go into that, Mr. Lovett, what is the 
chief limiting factor that slows down our production? Is it the short- 
age of engineers, the shortage of facilities, the shortage of materials, 
or all combined? 

Secretary Loverr. It is a combination of all, Senator George, and 
to be quite frank about this subject, as I think vou have to be, we got 
off to a bad start, in my opinion, because we did not get any sub- 
stantial pool erder on machine tools. We were short on machine tools. 
Our whole process in this country is the line production process. That 
means that we tool up, make dies, fixtures, templates, and all that 
sort of thing, and that takes machine tools to make, and by machine 
tools I mean the big vertical lathes, grinders, millers, broaches, and 
all that sort of thing. So No. 1, Senator George, 1 do not think that 
we got the machine tool orders in fast enough in the summer of 1950, 
when the war broke out. 1 think that is the first thing that we have to 
have, and unfortunately it takes machine tools to make machine tools. 

Secondly, I think that we had inadequate—well, | know we had 
inadequate—facilities in being. It would have been possible if one 
had frozen the designs of everything at that time to get a higher 
numerical output, but the end items would not have been combat 
worthy, in my opinion, because so many of them were brought right 
smack off the blueprints without tests. We had to do it, and those 
orders were put in in July, August, and September of 1950, under an 
emergency situation. 

The third reason is that the initial scheduling done by the con- 
tractors and the three military Departments was, in my opinion, un- 
realistic as they were based on the peacetime procurement of materials. 
In other words, a manufacturer who was going to build, we will say, a 
tank, makes up his estimate and calls it a schedule. It is an estimate, 
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and he figures that he can get a certain type of antifriction bearing 
from a supplier as he always has got it, in 3 months. And he figures 
that he can get treads and dollies and that sort of thing from a sub- 
contractor in 2 months, because it is a comparatively simple job. 

But then when the state of emergency hits you, every contractor 
rushes in for the same thing at the same time, and it is like a fire in a 
theater. They all crowd the exits. 

The result was the original schedules were unrealistic, and those are 
some of the things with which we have suffered and are now breaking 
through little by little. I think the picture is noticeably better. 

We ran into shortages of all sorts of critical things like tungsten, 
colombium, cobalt, where the requirements for the civilian plus 
military services were greater than the world supply. Nickel is short 
now; copper is short, and we have to work in substitutes. 

Then finally, to be fully responsive, we got this tank program, the 
M-—47 tank, which was a new tank with very desirable combat char- 
acteristics. The field forces, as you will recall, sir, from your experi- 
ence with this, make up the required desirable attributes they want in 
a weapon. Then it goes back into the design stage, and then it goes 
behind that inte the manufacturing stage. 

Well, the requirements called for a tank which had a lot of speed, 
very heavy fire power, 90 millimeter high velocity gunning, electrical 
turret control, both in elevation and horizont: lly. 

As usual when you get into electrically operated equipment, you 
have a lot of conduits. This tank has plumbing all over the place. 
It is just filled with the stuff. It is filled with fuel lines, hydraulic 
lines, electrical wirmg—plumbing, is what I said. It is just all over 
the plac e. 

Senator Witty. How much do those cost? 

Secretary Loverr. Senator Wiley, it would be a guess on my part, 
but it is over $200,000 apiece. 

Those are samples, Senator George, of the production problems all 
the way through, and the money involved in these items, with the 
strictest kind of price controls, is awfully big, just because the things 
are so confoundedly complicated. 

Senator Grorcre. Would you have a knowledge of whether the 
British, French, or anybody else who is going to make some of these 
things—I don’t know what they will make, but they will make some 
of them——— 

Secretary Loverr. Yes, sir. 

Senator Grores. Are they also going to make a complicated 
machine comparable to our equipment? 


OBSOLESCENCE AND NEW SCIENTIFIC DEVELOPMENTS 


Senator Smit of New Jersey. I was just going to ask you whether 
what you are saying doesn’t indicate a very rapid obsolescence. It 
looks as though each year we are going to have new devices that make 
this stuff obsolete, and it looks like a continuing performance. 

Secretary Loverr. There is a high rate of obsolescence in newer type 
weapons; not so great in the standard weapons like tanks and 
artillery. 

Senator Smiru of New Jersey. In tanks and jet planes it must be 
terrific. 
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Secretary Loverr. You have to distinguish between a tank and the 
jet planes. The tank will have a longer life. We are using in Korea 
a World War II tank, the M-—76, and we have been able to take the 
Russian tank, the T—34, any time we have got into combat. 

On that point | think the committee should know that one of the 
toughest problems in the Department of Defense arises out of the fact 
that we are in a period of true technological ferment. The develop- 
ments scientifically, in applied sciences over the last 5 years, are 
incredible. 

Senator Situ of New Jersey. Have the Russian moved as fast as 
we have in that? 

Secretary Loverr. I have no way of knowing accurately, sir. I 
think in certain of the fields we are very substantially ahead of them; 
where it is a combination of scientific application through an industrial 
process our machine is better, I think. 

So here we are, in the middle of a restoration of military strength 
mobilizing, fighting a war, demobilizing through the rotation and 
release of men on the personnel side; on the manufacturing side we 
are rebuilding our plants and getting a broad base so as not to put 
the money in end items which become obsolete rapidly, reequipping the 
troops, helping our allies abroad, trving to build up the mobilization 
reserves In modest amounts—that is, a 6 months’ combat supply 
and at the same time trying to maintain a civilian economy which 
avoids, shields this country from the form of, austerity which has 
been forced on so many of the democracies in the rest of the world. 
I don’t think any other country in the world could do it, Senator. 

For the reason that I stated earlier, we have got complexities in 
these things to subsititute for the human body and the human syste m 
of coordination which just plain everyday isn’t fast enough, it can’t 
see far enough, and can’t stand the altitude. 

Now we are in the middle of guided missiles and all those things. 
Some of them are promising, but they are some time off. We have 
to, therfore, buy weapons to fight today’s war with an appropriate 
balance so as not to get too much of this stuff and then have to write 
all that off when the newer weapon comes in. 

Senator Smirux of New Jersey. That is what I meant. 

Secretary Loverr. And that is awfully tough to do. I think so 
far we have been pretty lucky on it. 


COMPUTATION AND SCREENING OF MILITARY BUDGET 


I will cite two examples. When the budget last year came up, 
before we started the newer process on it, Mr. McNeil and Mr. 
Garlock’s office screened it, and then we screen it on justification, just 
as though we were a Senate committee or a House committee, and 
that is a very rough process. It came up as $104,000,000,000, and 
it ended up as $56,500,000,000 when it went out of our Department. 
This year it came up as $71,000,000,000 and I sent it over at $55,000,- 
000,000 to the Budget for the President, and then we had a big go- 
around on it, and with the limitation on expenditures in fiseal 1953 
it was cut down to $52,000,000,000. If you think of that, that is an 
enormous constriction between what the military considers to be 
desirable and what can be justified as being necessary. Those are 
the two areas of difference there. 
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A large past of the difference, though, arises out of the fact that 
we have reduced the amount of the rapidly obsoleting types in order 
to keep available space for the newer and more effective weapons, 
and some of them are really very promising, but they are several years 
off. 

Senator Wirey. Who built up that high budget, the military? 

Secretary Loverr. The three military departments make up es- 
timates of requirements, Senator Wiley, and those estimates include 
what they feel to be militarily desirable in order to perform the roles 
and missions assigned to them under an agreed national policy which, 
of course, clears through the National Security Council. 

Now, there are areas of judgment in there, and it is the screening 
process, the justifving process in the Department and with the Bureau 
of the Budget which was interesting in the last 2 years, because it has 
produced results that are somewhat comparable to the process that 
we go through and justify before the two Houses of Congress. 


PROCESS BY WHICH BUDGET IS REDUCED 


Senator Witrey. Given a $100,000,000,000 budget, someone, some- 
how, arrived, through some process, at a lower figure. Now, then, 
I am interested in knowing what process you used, what brains you 
used, to get it down to $54,000,000,000. There is $46,000,000,000 
of the people’s money that someone thought we ought to spend, and 
apparently someone thought “No.” Now it shows the variables 
confronting us and I think we are interested in knowing how you 
fellows arrive at these figures, and how the other fellows arrive at 
theirs. As someone said the other day, one figure was questioned and 
was settled by tossinga com. I cannot believe that is what good public 
servants do, but, it is a question of $46,000,000,000 difference here 
between someone's figuring out a budget and someone else’s figuring. 
1 think it is important to know how vou do it, what processes are 
utilized. 

Secretary Loverr. Well, I think the first thing to remember, Sena- 
tor, in that respect is that the three services come up with rough 
estimates indicating what is desirable. I want to try to emphasize 
the diffe ‘rence between ‘what is desirable” ard ‘what is truly neces- 
sary. 

Now let’s take two cases. Let’s take an air field, because that 
falls into the military construction category. Suppose they want to 
build an airfield somewhere in the zone of the interior. ne need 
quarters, they need all sorts of facilities associated with it. But on 
an austerity basis, once they get the runways in and once they get 
the minimum essential facilities, they can postpone the completion of it 
into a class A-1 field perhaps for a vear, perhaps for 2 vears. In 
other words, vou can spread the thing over 2 vears instead of soaking 
it allinto 1 vear. That is one type of thing. 

Another, and a frequent one, is that most supply offices, whether in 
the military or in business, have a horror of running short of anything. 
Conseque ntly they want to buy their full needs, if possible. If they 
buy their full needs, or buy too much, then you have a warehousing 
problem. If you have a warehousing problem you have a personnel 
problem and all of that business. So ‘the ¢ ‘omptroller’ s Office watches 
very closely to see what actual consumption is, then what period of 
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storage you really need, and reduces their requirements after justifica- 
tion, afte r review with the service involved, so that instead of carrying 
a year’s supply of some item, if you can buy that item in 90 days 
they will cut the thing down to 3 months, and that saves 9 months of 
the cost in that item in that year 

The process, in other words, is for the analysts in the Comptroller’s 
Office in the Bureau of the Budget, who work with the services from 
the day we start in on the budget, and we are already starting in, | 
think, on 1954, trying to wring all the water out of it and get all of 
the unnecessary costs out—postponable ones, the unnecessary ones in 
particular. 

Phat is the process we went through. It takes an awful lot of hard 
work and it takes, | must say, a very considerable familiarity with 
the military process as well as with the military plans, because you 
could bring a bunch of auditors in from the outside and if a man tells 
you that he needs 400 tanks for an armored division, — you know 
really what is needed for an armored division and what the rate of 
loss is in ordinary combat, vou are up against it right th re 

Let me give you a ease in point which is rather startling. We keep 
expenditure records of ammunition, use records. In Korea at the 
present time the expenditure of ammunition is three times the maxi- 
mum rate in World War IL from the Army’s point of view, and it is 
about six times from the Navy’s = of view. If you stop to think 
about it, the reason is because the Navy comes inshore and shoots as 
artillery in support of the troops, whereas it didn’t do it in World War 
Il. But in land combat, the field forces are expending artillery 
ammunition at three times the World War IL rate. One of the 
reasons, of course, is the use of the proximity fuse, the air burst fuse 


It is a frightful weapon, a frightful weapon, and therefore they just 
pour this stuff in for air bursts, and the infantryman’s rifle 
substantially less than it has in previous wars. 


uses 


THE QUESTION OF MILITARY WASTE 


Senator Witey. I think there are other variables, too. I think, of 
course, the question of judgment is involved. We have seen articles 
in the paper, and I don’t know whether they are correct or not, where 
the Army and the Navy and the Air Force have bought the same 
article and paid three different prices for it. We know of instances, 
as you suggested, of overbuying in quantity, and all that stuff, and it 
is money, apparently, that is recklessly handled, the people’s money. 

But to talk about a differential of 46 billions—we are certainly 
grateful that somebody could get it down. 

Secretary Loverr. That is a difference between estimates and 
proven requirements. 

You raised the question of waste. I don’t like to take the time of 
this committee, but | would like to answer that, because that 
serious charge. 

Senator Winey. Yes, it is. 

Secretary Loverr. When you say “the same item at different 
prices’’—‘‘at the same time’”’ is an important thing. Does it occur at 
the same time? 

Now, there were two shoes that were shown, navy dress, black. 
They looked exactly alike. Well, they are exactly alike, except one 


is a 
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was brought in 1946 on a price tag there, and the other in 1951. 
Everybody knows that that is not a fair base. 

You take things like pillows. They say, ‘These pillows look exactly 
alike. Here is one that cost $2.80, and here is one that cost $35. 
These men must be crazy to do a thing like that,” and these were 
at the same time, so they can’t explain it by saying that they bought 
them at different times.” The fact of the matter is that one pillow is 
stuffed with chicken feathers for ordinary barrack use, the other. for 
hospital use, has to stand sterilization, so it has to use waterfowl] 
feathers. That is hardly a fair comparison. 

Two blankets look the same, one of them virgin wool for hospitals, 
the other a penitentiary product made of shoddy mixed with cotton. 

We do make a lot of mistakes, Senator Wiley, no question about it. 
but they aren’t foolhardy, crazy mistakes of that sort. They really 
are not. We make our share. But Sears, Roebuck is a pretty good 
outfit; 7.2 percent of their purchases are “bad business” on their 
records. If we had anything like that percentage in our establishment 
there would be billions of dollars. 

We make mistakes. We make a lot of them. But we certainly 
try not to, and naturally we are helped in that desire by the con- 
gressional committees that keep asking about it. 

The oyster-fork business, the dog-toenail clippers, are a form of 
charge through ridicule. Actually, the oyster forks were bought in 
1943, when there was a 4,300,000-man Navy. They were reject- 
steel forks that were bought for fruit salad and that sort of thing, in 
1943. There is no point in coming down to the Department to us, 
about that, and this poor Navy supply officer, Admiral Fox, is known 
as “Ovster Fox” now, and he was on the Ente rprise at the time this 
thing happened. 

Take the dog-toenail clippers. That is a funny sounding item. 
But we had a K-9 Corps for coastal patrol, watchdogs, warnings, 
that type of thing. And my recollection is that in 1943 they bought 
19 pairs of clippers at $1.36 a pair. 

Senator Witey. I never heard of either one of those incidents. 

Secretary Loverr. You are very fortunate. I hear about that two 
or three times a day. 


CONSTRUCTION OF AIRFIELDS IN NORTH AFRICA 


Senator Futsrigur. What about the airfields in Africa? Was that 
properly reported? 

Secretary Loverr. I think the recent reports, Senator, are correct. 
by and large. It was a case of a mixture of what I think is bad 
management in the field and excessive costs which result from any 
tremendous speed in a program. My understanding of the situation 
is this, sir: Right after Korea, that is. say is Julv of 1950, there was 
this great wave of worry as to the attitude of the Soviets. Would 
they seize on this to strike? There was the necessity of getting bases 
in a hurry. The Air Force set up requirements in north Africa. 
and the Corps of Engineers took the job. 

They did not, in my opinion, send over either enough or competent 
enough supervisory personnel originally. And there was unques- 
tionably a waste in that program. As I said. it was partly as a result 
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of speed, partly as a result of what I must admit I consider bad 
management. We have two fields, now, at an excessive cost. 

Senator Futspricgut. How much excessive was it? The paper left 
the impression it might be $200,000,000. 

Secretary Loverr. “I don’t think so, sir. I would doubt that. I 
have no reliable figures. 1 have talked to the civilian engineers that 
we sent out to inspect this situation—incidentally, it was corrected 
in 1951 but it took a long time to get on top of it. We are on top of 
it, | think now. 

1 don’t know how to estimate the actual loss, sir, but it would not 
be in that order of magnitude, because the total funds, the total 
estimated costs, were around $300,000,000. 


ALLEGED MILITARY INEFFICIENCY 


Senator HickENLooprer. Mr. Chairman, along this line may I sug- 
gest to the Secretary that some time ago | was in the proximity of a 
navy yard and two civilian—I call them civilian—officers, as dis- 
tinguished from the regular career officers, came to see me. Of course, 
they very shiveringly asked that I not use their names, and they 
mentioned that they had another year and a half to serve in the Navy 
and they didn’t want this following them around. 

One of their major complaints was this. We have ships in this 
yard that have been waiting for months to go to sea but only many 
of the housekeeping and other items of standard equipme nt which go 
on shipboard, which we don’t have yet, and we are waiting for that 
to come from the manufacturer. 

They said there was nothing new about these items; there was no 
new design. And they said, ““We have literally dozens of ships setting 
here in mothballs with that equipment right on them, not ordered to 
be activated at all.” They said that to their practical view, any good 
business management would say, ‘‘Well, take the equipment off of 
those ships and put it on the ships that are setting here ready to go, 
and get these crews on something else, the working crews and every- 
body else.’ 

They said, “We could have every ship, almost, ready to go to sea 
with perhaps certain exceptions, if they would only go over and loot 
the ships, for instance, that have this equipment under mothballs. 
But no; we have to wait until new equipment of the same exact type 
and kind comes from the manufacturer.” 

Their theory was that we don’t want to rob these ships and have 
the same thing occur. But if this equipment comes in in 6 months 
from now from the manufacturer, why not replace it on the ships that 
are in mothballs, and use the equipment, which is standard—winches 
and many things of that kind—on these ships, instead of keeping these 
activating crews just marking time here, week after week after week, 
until certain equipment comes from the manufacturer? 

Well, | know nothing about it. I wasn’t on inspection business. 
I didn’t go over to this particular location. But if these men were 
not completely off base—and they are pretty sensible fellows; | know 
something about their background; they are not foolish people at 
all—then at least at that area the activation, the complete activation, 
and putting to sea of a number of these ships which were under orders 
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has just been held up for literally months awaiting certain equipment 
which they claim is already in the harbor on ships that are just setting 
under mothballs. 

I know nothing about it. I haven’t enough detail. I haven’t 
written you about it because I just don’t have any detail about it, 
but so long as we were talking about that, it did come up. 

Secretary Loverr. Cannibalizing is standard practice, sir. We do 
it all the way from the machine tool through to the end product. 
There may have been some special circumstance here. 1 can’t 
imagine what it was, unless it was different steam pressures which 
would make the use of these apparently similar items impractical. 
But | would be very, very, glad to try to trace it out, if you wish, sir. 


MILITARY ASSISTANCE EXPENDITURES 


On the subject about which Senator Wiley asked, the second part, 
sir—-we have covered the obligation—the second part is the expendi- 
tures. The situation today on expenditures is as follows: We had 
from fiscal 1950, 1951 and 1952 programs $11,400,000,000. Now, if 
vou take the expenditures to date and add into the figures the request 
under the bill which vou are considering, it will raise the total of 
expendable funds to $16,800,000,000. We estimate that the expendi- 
tures through 1953 will be $11.3 billions, which will leave an unex- 
pended balance on June 30, 1953, of $5.4 billion. The reason is that 
those are the funds held back to permit the payment of the contracts 
on those long lead items that | showed you, and the packing and the 
shipping charges are in there too. 

The breakdown by services I think you will perhaps want for the 
record, Mr. Chairman. Out of that $16.8 billion figure, $9,588,000,000 
is Army; $1,932,000,000 is Navy; $4,892,000,000 is Air Force, and there 
is $419,000,000 for administration, special projects, funds not vet 
designated for a specific service, et cetera, making a total of 
$16,831,000,000. 

Senator Smirx of New Jersey. Will you give that table for the 
record, so that we have it in the record? 

Secretary Lovetrr. Yes, sir. I see they are covered with these 
security information’ stamps. 

Senator Smiru of New Jersey. That is the reason I asked the ques- 
tion. 

Secretary Loverr. I think you ought to have it. Yes; let’s put it 
in. 

(The classified material referred to was furnished the committee.) 

Senator Samira of New Jersey. Can I ask you one question in con- 
nection with the figures you have given us? 

Secretary Loverr. Yes, sir. 

Senator Smirn of New Jersey. I have had a study made of some of 
these things and got this result. According to figures supplied to the 
House Committee on Foreign Affairs, that figure that you gave us of 
$12,208,500,000 has been appropriated since 1950 for military assist- 
ance. That checks with the figure you gave us. 

Secretary Loverr. That is right, sir. 


ee 
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PRIORITIES FOR SHIPMENTS TO CERTAIN ARBAS 


Senator Smirx of New Jersey. Here is the important figure I want 
to ask you about: As of January 31, 1952, only $1,688,300,000 worth 
of material had been shipped. That is about one-eighth of the funds 
authorized that have actually found their way into shipments, and 
I think you have given us the reason why the shipments have been 
slow, but that is an enormous discrepancy, considering what we have 
authorized and appropriated since 1950. 

Secretary Loverr. Yes, sir. The amount shipped and the amount 
expended, of course, are not the same. The payments are made 
during construction 

Senator Smiru of New Jersey. What we are interested in is the 
amount shipped. The reason I asked that is that when I was in 
Korea they said they had certain things they had in mind doing, but 
they could not do them because they did not have the stuff they asked 
for. I wonder, when you have a lag in production like that, whether 
vou give priorities to certain areas over others, and how do you choose 
between the immediate fighting area as compared with General 
Kisenhower’s NATO requirements, for example? 

Secretary Loverr. The immediate fighting in Korea has an over- 
riding priority, and its requirements are not in this program but are 
in the military programs themselves. 

Senator Samira of New Jersey. I should think it would. 

Secretary Loverr. The actual lead time, of course, hit us right after 
Korea; that is, the problem presented by the lead time. Up to Korea 
we had been shipping out of what is called supplies in excess of military 
requirements. That is, stock on hand. Then when Korea came, we 
had to divert that into Korea and at the same time place orders for 
new equipment, and it is that new equipment in which the lead time is 
such a considerable item. 

The military budget is the best example, I believe. We got the 
second suppleme ‘ntal in Se ptember 1950. Now, if you add 18 months, 
which is a minimum lead time on a simple fighter, that would mean 
that you would not get the delivery of the item contracted for in Sep- 
tember 1950 until March of 1952. That is the problem. 

Now it is beginning to come out, of course. 


AIR SUPERIORITY IN KOREA 


Senator Smrira of New Jersey. Let me ask you this further about this 
jet situation. When I was there, we were told confidentially by 
General Van Fleet that the situation in North Korea was really very 
serious, that the Communists had moved in so effectively with airfields 
and jet planes, pushing downward, that if we did everything we wanted 
to to bomb their bases in Manchuria we could not do it, that they were 
too strong, and they are moving steadily down into Korea, so a moment 
of time will come when we may lose control of the air in Korea. 

(Discussion was continued off the record.) 


ALLOWANCE FOR WASTE IN PRIVATE INDUSTRY 


Senator SPARKMAN. I would like to ask you a few questions relating 
to things you answered in relation to other questions. What was that 
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figure of 7.2 percent that you used when you referred to Sears, 
Roebuck? 

Secretary Loverr. All retail distributing companies, and it is not a 
very accurate yardstick, run what they call a bad-business percentage. 
That is, the buyers go out and buy stuff; and then they put it on the 
shelves; and, if it does not move, unlike the Military Establishment, 
they get rid of it. That is why you see bargain sales and white sales 
and seasonal sales, and the bad-buy percentage is a percentage which 
is run through an audit bureau, and my recollection is that Sears, 
Roebuck runs 7.2 percent. 

Senator SPARKMAN. I just didn’t catch the phrase that you used 
with it. 

(Discussion was continued off the record.) 


DEFENSE DEPARTMENT’S EFFORTS TO COMBAT WASTE 


Senator SPARKMAN. Every step is being taken, I assume, by the 
Department of Defense to explore and correct these irregular cases 
that may come up, not just to explain but to correct? I have refer- 
ence to the “chamber of horrors’’ that you discussed a few minutes ago, 
for instance—cases of that type. 

Secretary Loverr. I can’t emphasize too much the earnestness 
with which we have worked on that problem for the last year and a 
half. We have had the best industrial management advisers that we 
can get in on it, and there is always the problem of what a man does 
in a remote post. If he wants to buy an electric light bulb, does he 
write in and wait a couple of weeks to draw it from a depot in, we will 
say, Rome, N. Y., or does he buy it at the local store? He has author- 


ity to buy those loc ally procured items within up to some dollar limit. 
There would nase be a substantial difference in the cost between 
buying, we will say, half a dozen light bulbs and buying, we will say, 
million light bulbs. 

As part of the cost-consciousness programs in the services we have 
emphasized that enormously, and I think with some effect, sir. 


EFFECTIVE USE OF MILITARY MANPOWER 


Senator SparKMAN. Is the same thing true with reference to 
manpower? We hear a great deal about wasted manpower, and I 
have in mind the old standard service joke of the misfits: A person 
trained for one thing being put into something else. Do your feel 
that a good job is being done on that? 

Secretary Loverr. | think the military specialty system has cured 
a lot of the misfits. I think you won’t find a bugler being a baker 
and that kind of thing, which was the standard joke in both the 
wars. It is a very difficult item to control, and I think Mrs. Rosen- 
berg has done an extraordinary job on it so far. We have gotten, 
as you know, 2 additional divisions out of the same manpower that 
was sent up for 18 divisions. That is a pretty good test right there. 
We have got much more effective use of them But there is a long 
way still to go, and it just takes daily pressure and drive to keep on 
top of it, because it can slide out from under you, you know, on 
these posts and camp stations scattered all over the world. The 
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first thing you know, you have a couple of hundred extra men there 
without catching it, so it takes constant inspection. 

We now have job-utilization teams out to check these various places, 
to sample them, and, based on their findings, then we reduce the 
station allowances any time we think we can. 

Senator SPARKMAN. You are making full use of the women forces 
to replace men in clerical jobs and jobs of that type? 

Secretary Loverr. Both civilians and women where we can get 
them. As you perhaps know, we have had a drive on now since 
November 11 to increase the women recruiting. The Navy has done 
rather well in theirs, the Air Force pretty well, the Army not so well, 
because there isn’t so much glamour in the Army. We are trying 
to build the total of women in the services up very considerably. 

Senator SparKMAN. Mr. Secretary, | would like to cite just one 
experience that came to my attention in World War II. I hap- 
pened to know this boy. In fact, he is from my home town. He 
had graduated in engineering with high honors; he had spent a year’s 
work at W estinghouse, having been selected because of his high 
grades. Previous to his going to college he had served a term in 
the Army, and because, after we passed that Reserve bill, that paid 
a small amount of money, he went into the Reserve in order to get that. 

War came along. He was called into service as a sergeant, in his 
previous rank and rating, and I tussled with that for, it must have 
been a year and a half or more, at a time when we were screaming for 
engineers and training engineers at Government expense and leaving 
them out of the draft. For more than a year I tried my best to get 
him put to some engineering task in the service. I think he finally 
gave up in desperation and served as a clerk chained to a type- 
writer—I don’t mean literally chained, but tied to a typewriter. | 
don’t believe he ever was utilized as an engineer. 

Could that happen now, do you think, or could I be able to get a 
case like that corrected now? I was not able to in World War II, 
and I was a member of the Military Affairs Committee of the House 
and thought I knew the military pretty well. 

Secretary Loverr. Senator Sparkman, to answer the first part of 
your question, unfortunately that kind of thing could happen, but it 
would be an unusual accident, I think. 

If I can answer the second part of your question off the record 

(Discussion was continued off the record.) 


STATUS OF DEFENSE DEPARTMENT'S ACCOUNT AT THE TREASURY 


Senator SPARKMAN. I have just one other question, and _ that 
relates to the appropriation figures you gave us a while ago. You 
sav that at the end of fiscal 1953 we would have approximately $54, 
billion remaining unspent. I assume it would be obligated? 

Secretary Loverr. Yes, sir. 

Senator SPARKMAN. Let me ask vou this question, from the stand- 
point of operations. Maybe the other members of the committee 
know it, but I don’t. 

Suppose we pass this bill authorizing X number of dollars, and the 
Appropriations Committee comes along and makes that same recom- 
mendation and the Congress appropriates the X number of dollars. 
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Are those dollars immediately withdrawn from the Treasury and 
put into your account, or do they stay in the Treasury until you 
draw them out? 

Secretary Loverr. There is an account set up in the Treasury for 

but it is the rate of expenditure, Senator Sparkman, that is the 
critical item in the tax matter, and not the obligation amount; and 
it is covered in annually, is it not, Mr. Garlock? 

Mr. Garitockx. The budget as it comes to the Congress carries a 
new obligation budget and the expenditure budget, and the tax 
requirements are figured against the expenditure budget, so, when 
we say we will have this money on hand unspent at the end of fiscal 
1953, the Treasury will take that into consideration in figuring their 
1954 requirements. They would not attempt to raise the money in 
1953. 

Senator SPARKMAN. It is segregated from the Treasury funds? 

Mr. Garuock. Yes, sir. They carry a cash balance just like an 
individual’s checking account, what cash vou have in there, not how 
much you have charged at the department store or anything. Their 
cash balance shows their cash position. 

Senator SPARKMAN. But what about their daily report, where they 
show intake and outgo? 

Mr. Gartock. This does not come into the daily Treasury state- 
ment until the check is cashed by the manufacturer for delivering the 
coods. 

Senator SPARKMAN. It is not counted as an expenditure until vou 
issue the check? 

Secretary Loverr. That is right, sir. 

Mr. Gartock. Even longer than that; until the man cashes the 
check. 

Senator SPARKMAN. Then, so far as the cash situation, or so far 
as the budget balance is concerned, it does not matter whether we 
appropriate that money or not, does it? 

Senator WiLey. If we authorize it, you mean. 

Senator SPARKMAN. I will put it another way. Whether it is spent 
or not, it does not matter so far as the showing of the Treasury is 
concerned, whether that money is spent or not. 

Mr. Gartock. I am afraid to answer that ‘‘ Yes” or “No.” May 
I restate it? 

Senator SPARKMAN. I am afraid I have got confused even in stating 
it. 

Secretary Loverr. I think the easiest way to state it is this: The 
daily ‘Treasury statement on its cash basis does not indicate the 
unexpended balances available to us. It only picks up the checks 
presented to them under our unexpended balance, which is carried 
in another account. 

Senator SPARKMAN. Let me ask one more question, and I think 
this will settle it. Suppose at the end of the fiscal year you have 
$5,000,000,000, just for the sake of argument, left over, obligated 
but not spent. The Treasury, in its daily statement, shows so much 
revenue received for the fiscal year to that date, and it shows certain 
expenditures up to that date. Of course, the 5 billion would have 
been included in the receipts but would not be included in the expendi- 
tures. 
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Mr. Gariock. It would not be included at all, because that is a 
cash statement, Senator. 

Senator SPARKMAN. It would not be included in the expenditures? 

Mr. Gartock. No, sir; and in making their calculations the Treas- 
ury would assume that on the basis of what we would have told them 
as to the time we were going to spend it, if we were going to spend it 
in 1954, it is in 1954 that they must either have the money through 
taxes or bonds. 

HEARINGS PROCEDURE 


Senator Smitu of New Jersey. Might I ask a parliamentary ques- 
tion? Do we expect to have Mr. Lovett with us tomorrow? I have 
a number of questions on foreign aid. 

The CuHarRMAN. It depends on how far we get. 

Senator SmirH of New Jersey. | may have to go to the floor on 
account of the Japanese Peace Treaty debate. If he is not coming, 
[ will submit them in writing and ask that they be put in the record. 

Secretary Lovetrr. I am scheduled either tomorrow or the next 
day for other hearings up here, but I will check that, Senator Smith. 

The CuHarrmMan. | think we want to give Mr. Lovett complete 
opportunity to finish his testimony, even if we have to meet tomorrow. 

Senator SmirH of New Jersey. That would be my thought. I 
think it is desirable to meet tomorrow. 

The Cuatrman. I think in fairness to the Secretary we ought to 
give him an opportunity to answer all these questions. 

Senator Gitterre. | have a number of questions I want to ask; 
and, because of my extreme juniority on the committee, up to the 
present time I haven’t had a chance; and, if Mr. Lovett can come 
back, I should like very much to have the opportunity of questioning 
him. 

The CHarrMan. | am in favor of his coming back 

Secretary Loverr. 1 would be delighted to come back, sir, if | am 
not already committed to another hearing tomorrow. 

Senator GruLterre. | am making no complaints, Mr. Chairman, 
excepting the fact that unfortunately I am in that position. I have 
sat through all these meetings, and | haven't had a chance to ask a 
question yet. Thev haven't gotten to me. 

The CuarrmMan. The chairman hasn't bothered the Secretary either. 

Senator Toney. | have just one question, very briefly, Mr. Chair- 
man, if I may ask it. 

Discussion was had off the record.) 


POSSIBLE REDUCTION OF AMOUNT REQUESTED 


Senator Witey. How much do you think we should reduce this $7.9 
billion? 

Secretary Loverr. Well, Senator, the figures which we sent up are 
the best estimates that we can make. We did not leave any padding 
in this with the idea that it might be cut. I think the answer to your 
question, if any, is that the degree of risk must be measured by the 
Department and the Congress and responsible officials if any cut is 
applied to this. 

(Discussion was continued off the record.) 
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Secretary Loverr. In order to keep the matter in focus, I said that 
with a lesser amount of money we would be limiting our military 
program to a level which I felt had gone a little bit below the prudent 
level but which could be fairly defined as the calculated risk, and 
urged the Congress to regard this as an item which, if cut, would 
require the acceptance of a higher order of risk than I personally felt 
was appropriate to take at this time. I think that also applies here. 

Senator GrorGe. Would it be in order for me to ask you to please 
send me directly—I don’t care whether it is put in the record—the 
total appropriations for the NATO program? You are only charged 
with the responsibility of the end items. 

Secretary Loverr. The military items. 

Senator GrorGe. The military items; yes; the total appropriations 
up to as late a date as you can make it, and the unexpended balances 
and the unobligated balances. Break it down as you see fit so I can 
understand it. 

Secretary Loverr. I will be very glad to do that. 

Senator Grorce. Thank you very much. 

(The following information was furnished :) 
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Senator Smiru of New Jersey. Mr. Secretary, can I ask you a 
question in this connection? We have a problem, of course, as 
Members of the Senate, to consider your program with the over-all 
budget picture, and so on, and it looks as though we are heading 
into a substantial deficit this vear. On the assumption that that can 
be handled in some way by cutting here and there, if there is a cut 
that can be made, where, in your opinion, could the cuts best he 
made with the least damage to American security? Would it be in 
the foreign-aid program, or the defense program of this country? 
Previous witnesses have thought that we had to keep this foreign 
aid intact because of the fact that a dollar spent there goes further 
in getting aid from the other countries and building up their resist- 
ance, and so on, than the same dollar spent here, and that we had 
better keep that intact and make cuts in our home force. That i 
& very serious question. 


IS 


Secretary Loverr. That is a very serious question, Senator Smith. 
(Discussion was had off the record. 


PRIORITIES ON AVAILABLE PRODUCTION 


Senator Smirxa of New Jersey. Here is a question that has been 
asked of me: How are military end items marked for the MSA 
program? There has been some evidence brought forth that when 
production slippage has occurred, the foreign-aid program bore the 


major brunt of the slippage. In other words, if you have one pot 


for the whole thing and you are short, you hold it back from foreign 


aid and send it here. | assume Korea has first call. | wonder 
whether you mark these things when they begin to be produced 


“MSA” and “Korea” and so on, or whether you wait until you see 
how much you get out in a certain time, see what the demands are. 

secretary LOVETT. They are all scheduled way in advance, Senator 
Smith. Let’s take the production of 100 items a month, or some- 
thing. On the schedule today for this item that comes out in 1953 
we will say “Twenty of those items go to MDAP. That is today’s 
one-fifth.” If the produc tion slips, we will say, to 50, they of course 
would get 10, because it is scheduled right on out We have those 
schedules here. 

Now, two new things have come in, Senator, since the last year. 
One is, there is an Allocations Committee which is set up to take 
care of emergent things as well as the standard, and on January 9 
the President. instructed the military departments to raise the priority 
rating of the NATO requests, on the theory that those forces which 
most immediately will engage the enemy should get the first 
ment, and that is in standing now. 

Senator SPARKMAN. Will you let me ask a question on that point 
right there? I wanted to ask one right on that point. 

Senator Smrru of New Jersey. I promised Senator Wiley first. 


equip- 


CAPITAL ASSETS OF THE MILITARY FORCES 


Senator Witry. I want to find out about. capital investment. 
Your military budget is $54 billion, and on top of that you have this 
foreign business of about 7.9 or 8 billion. That is $62 billion. Now, 
when you talk about the capital investment, what percentage of that 
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$62 billion is capital and how do you put that into categories, so we 
know what you mean by “capital investments”? Do you mean 
plants, or things of that kind? If you do, I think it isunderstandable. 

Secretary Lovetr. I meant assets. 1 can give you the figure, 
Senator. The figure in the military budget is $52 billion, whic h in- 
cludes the three military departments and military construction. 

Starting back in 1951, in fiscal 1951, our expenditures were $19.2 
billion; in fiscal 1952, in the first 7 months, we spent a little over $20 
billion, and our expected expenditures by July 1 of this year will be 
$40 billion. 

In fiscal 1953 we estimate expenditures in the military departments 
exclusive of mutual security of something less than $53 billion. The 
military departments have a total of obligational authority of $108,- 
000,000,000. Out of that, $80 billion has so far been obligated, as of 
the end of January 1952. There remains $28 billion. Out of the 
$28 billion, approximately $12 billion represents those funds which are 
obligated monthly, like pay, et cetera, on the stations and posts, and 
contracts of that sort, leaving $16 billion, which will be contracted, 
for the most part, with very few items reserved, by the Ist of July 
this year. 

Of the expenditures, Senator Wiley—and this is the part that is 
responsive to your question—our monthly rated expenditure at the 
present time is about $3.3 billion. About $1.7 billion of that is for 
things, for assets. The balance makes up pay of the troops, mainte- 
nance, and operations and similar charges. 

Out of the Air Force request in the 1953 budget, 58 percent is for 
things, aircraft items that have a permanent value, as compared, for 
example, with troop pay and similar annua! charges. That is what I 
meant by the accumulation of assets in the capital-investment sense. 

Senator Witry. I got that. You have broken it down in very good 
shape. The chances are you have got what you call permanent im- 
provements or assets which have a tremendously de preciating value, so 
they are really not capital assets over any length of time. 

Secretary Loverr. They are not normal assets, that is perfectly 
true, Senator. But I am using that expression because I don’t know 
any other to distinguish between something that has a value over a 
period of years and something where you pay a fellow and he may be 
rotated out and is gone. 

Senator Witry. The reason I got into it was that I thought per- 
haps in a vear or two, if ¢ onditions remained as they are, you will have 
built the tools and plants and would not have the need of coming to 
the Congress for as large sums as you do now. 

Secretary Loverr. That is definitely a part of our program, sir. 
That is, that we get the initial equipment, the minimum pipeline, 
minimum combat reserve, and then taper off. That is why the line 
in being, the active, living production line, is a far cheaper way to 
operate and a far safer way to operate than to build up vast stocks of 
stuff and store them on the salt flats in the Western States, as we did 
before. 
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MERITS OF COMBINING DOMESTIC AND FOREIGN MILITRAY 
APPROPRIATIONS 


Senator SPARKMAN. Mr. Secretary, the question I wanted to ask, 
if Senator Wiley has finished, is a very brief one, and it relates back 
to the question of schedules and allocations. I understood you to 
say that if vou had 100 tanks on the assembly line, a certain num- 
ber of those would go to MDAP, a certain number to our own forces, 
and so on and so forth. Let me ask you, isn’t this true, that vou 
have separate appropriations, and therefore you have to contract 
separately for these items? 

Secretary Lovett. No, sir. What we do is draw down against 
these funds. Actually we run them separately on our books. We 
put symbols on them. 

Senator SparKMAN. The reason I asked that question, last year 
Congressman Herter tried to write an amendment in here which 1] 
understood would do that, and this year I understand he has urged it 
again. Is it your thought that you have flexibility enough without 
that amendment? 

Secretary Lovetr. We last vear requested that that amendment 
be reconsidered, for the reason that the Department has all it can do 
and more to manage its strictly legally assigned responsibilities. 

Now, we would have to have more men abroad, set up new estab- 
lishments, and all that sort of thing, to do the work of a going concern, 
MSA, so that it would not, in my opinion, result in a saving or make it 
any easier at all. In fact, it might complicate it. 

Senator SPARKMAN. Then so far as the use of the funds is concerned, 
and full utilization of our productive capacity, you have sufficient 
flexibility now? 

Secretary Loverr. I think so, sir. 

The CHAIRMAN. Senators, they can’t get a quorum upstairs. I 
don’t know what we ought to do about it. 

Senator Wingy. Let’s come back tomorrow. 

Secretary Loverr. I am scheduled on Friday, not tomorrow. I will 
be very happy to come back here tomorrow. 

The Cuairman. J hate to bother you again, but I think I will have 
to ask you to come back. 

(Whereupon, at 12:22 p. m., the hearing was adjourned, to reconvene 
at 10 a. m. of the following day, Thursday, March 20, 1952.) 
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THURSDAY, MARCH 20, 1952 


Unirep States SENATE, 
COMMITTEE ON FoREIGN RELATIONS, 
Washington, dD. C. 
EXEUCTIVE SESSION 


The committee met, pursuant to notice, in the committee hearing 
room, United States Capitol, at 10 a. m., Senator Tom Connally 
(chairman of the committee) presiding. 

Present: Senators Connally (chairms an), McMahon, Fulbright, 
Gillette, Wiley, Smith of New Jersey, and Hickenlooper. 

Present of committee staff: Dr. Wilcox, Mr. Marey, and Mr. Holt. 

Also present: Frank Nash, assistant to the Secretary of Defense; 
Gen. George Olmsted, Director of Office of Military Assistance; Lyle 
Garlock, Deputy Assistant Secre ey of Defense; Sam Efron, counsel 
to the Office of Military Assistance; C. Tyler Wood, Associate Deputy 
Director, MSA; Lt. Col. Andrew Goodpaster, Supreme Headquarters 
Allied Powers in Europe. 

The CuarrMan. All right, Mr. Secretary. I forget who was at 
bat when we concluded yesterday. 

Senator Smiru of New Jersey. I was just starting to ask some ques- 
tions of the distinguished Secretary of Defense. 

The CHarrMan. Senator Gillette has to get on sooner or later. He 
waived his right vesterday. 

Senator SmitH of New Jersey. I want to ask a few questions about 
the bill before us, if I may. What we discussed yesterday was very 

valuable and very important, but it seems to me we might get to the 


bill, 


ASSISTANCE TO JAPAN 


I would like to ask you this: Do you contemplate any immediate 
assistance to Japan to build up her defense forces and, if so, when and 
how much? There is nothing in this bill for that, of course, but 
assuming we get a treaty, what do you contemplate? 

I will pass on. 


INCREASE IN MSA FUNDS FOR NEAR EAST AND AFRICA 


Last year we appropriated $395,250,000 for military assistance to 
the Near East and Africa. This y vear the figures indicate a request for 
$606,400,000. I think the record should show why we have made this 
substantial increase for this particular area, and who will get most of 
these funds. Do vou think that these countries in the area want the 
assistance? In other words, have they asked for it, or are we suggest- 
ing that they ought to have it? 

151 
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STATEMENT OF HON. ROBERT A. LOVETT, SECRETARY OF 
DEFENSE—-Resumed 


Secretary Loverr. That is not so much military items, Senator 
Smith, as it is a combination of the two. 

Senator Situ of New Jersey. It is part of this bill, though. 

Secretary Loverr. It is part of this bill. That will be justified 
country by country if it meets your pleasure, because it is hard to deal 
with it as a composite thing, and the details on all of these items, that 
is the schedules and everything else, will be available to the committee 
through General Olmsted any time you wish. The increase in cer- 
tain of the military items, noticeably for example in the case of Indo- 
china, is an increase resulting from the gross pressure from the out- 
side, and the necessity for having France stay in there as a resistance 
to the Communist move. 

I think that for the Middle East in general the increase is not 
abnormal. 

Senator Smiru of New Jersey. I might say that according to my 
classification here, Indochina would not be included in these particular 
figures I just gave you. This is the Near East and Africa. 

Secretary Loverr. That is in title II. 

Senator Smirx of New Jersey. Is Indochina in title I1? 

Secretary Loverr. No, sir. 

Senator Samira of New Jersey. That isin Il. These figures I gave 
are meant just for title II, the Near East and Africa. 

The CHarrRMAN. Are you on Indochina now? 

Secretary Loverr. I can give you the breakdown now, if you like, 
sir, on title IT. 

Senator Wixry. It is all set up in this document here. 

Secretary Loverr. In the proposed fiscal 1953 budget, the total 
is $482.8 million compared with the 1952 of $372 million. A very 
considerable portion of that is an increase in Greece. 

Senator Smita of New Jersey. I am confused. This document I 
have before me, which is marked “Title II, Near East and Africa,”’ 
does not cover Greece and Turkey. 

Secretary Lovett. This is the hard goods military items. 

Senator Smrru of New Jersey. You are right. The figures did not 
seem to jibe. The figures you show here on ‘this statement show total 
assistance, $619 million. 

Secretary Loverr. I can give you that breakdown. The total is 
$606. 4 million. That breaks down, for ‘Matériel,’ $482.9 million; 

‘Training’ $5.194 million; and “Other’’ $118.3 million, making a total 
of $606.04 million. 

Senator Smira of New Jersey. That is military training. 

And then, apparently, from the statement I have here, when we add 
all the economic and technical assistance, it is——— 

Secretary Loverr, 118.2, sir. 

Senator Smiru of New Jersey. It shows here 196 million, making a 
total of 802 million. You do not need to go into detail, because we 
have it in the table, and I will ask the gene sral when we get to him for 
further details. 

Secretary Loverr. Senator Smith, I believe your question was, 
why is it increased this year as compared to last? 
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Senator Smirx of New Jersey. The point of my question was, last 
year we appropriated $396,250, 000 for military assistance in this area, 
and this year it is the $606,000,000 figure which you have been giving 
us, and I was not quite clear why that spread from last yea 

Secretary Lovetrr. The total which we requested emphasizes this 
year the build-up in air in that area for Greece and Turkey. Here- 
to fore it has been largely ground. 

Senator Smiru of New Jersey. You are going to increase their air 
strength? 

Secretary Loverr. Yes, sir. That will be given to you in detail, 
country by country. 

Senator Smiru of New Jersey. Thank you. I don’t want to go into 
detail except to get the main picture for that area. 


NEED FOR NEW OBLIGATIONAL AUTHORITY FOR LATIN-AMERICAN 
MILITARY ASSISTANCE 


Last year we appropriated e _Latin-. American assistance 

$38,150,000. OnJanuary 31 of this year, 1952, none of the money had 
been programed, apparently, and ag year the President asked that 
this amount be continued available, and that it be increased by an 
additional 62 million. Does this military assistance to Latin America 
contribute directly to our security as would a similar amount spent 
in the United States for our own forces? In other words, do we need 
to have this apparently large amount, 62 million plus the 38 million 
of last year— 

Secretary Loverr. We think we do need it, Senator. We have 
teams down there negotiating right now for the military assistance 
parts of this. You will recall that in the last war we had over 100,000 
people of our own scattered around in South America for security 
purposes. We think that those countries ought to pick up that load 
themselves, and we want to give them the standardized munitions 
where we can usefully use their troops to replace our own. 

As an incidental byproduct, of course, of this we have had their 
support in Korea. For example, Colombian troops out there have 
made a very good record. 

We attach great importance to the security of the Western Hemi- 
sphere now. The infiltration of Communist groups into Guatemala 
is a matter of concern to us, and we want to try to get these fellows 
into a position where they can carry their part of the burden in the 
hemisphere. 

Senator Smiru of New Jersey. I am only concerned with the large 
amount of money. I remember last year we discussed it at some 
length and finally cut down the Latin American figure. Here we seem 
to be increasing it, even though we haven’t as yet programed the 
money for last year. That is confusing. 

Secretary Loverr. We have to negotiate bilaterally with these 
people first. We have, for example, in the 1953 request 51.9 on 
military assistance plus approximately 8.4 million for packing, crating, 
handling, and transportation, plus the 2 million for training. Now, 
the 22 million, approximately, is technical assistance which will be 
explained by the Department of State, so that the military figure, 
including the packing, crating, handling, training, and so forth, is 
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62.4. Add to that the technical assistance of 22 gives you the figure 
of 84.4. 
CONTROLS OVER CONTRACTS FOR INFRASTRUCTURE 


Senator Smiru of New Jersey. Mr. Lovett, we have had this word 
‘infrastructure’ before us, and I don’t want to embarrass you by 
asking you if you understand it. I think there has been some effort 
made to define it. All I want to ask vou, Is this infrastructure proposi- 
tion part of our program in this bill? Are we mixed up with it? 

Perhaps I can be more specific by asking what is involved in the 
infrastructure picture. I asked Secretary Acheson, and he said he 
would like to have me refer this to you. He said he thought you 
would be better qualified to answer these two questions than he was. 

What procedure have we for reviewing contracts let to foreign firms 
for construction abroad? Second, are we underwriting contracts let 
by foreign governments for military construction, and if so, what 
control do we have over prices charged by foreign construction firms? 
We do borrow money for these purposes. If we are underwriting them, 
how do we check back on them? 

Secretary Loverr. First, Senator, to answer the question with 
respect to infrastructure, infrastructure is a $5 word which means 
military construction, and the principle in NATO is that the host 
country provides the land and the utilities, and the using countries 
contribute in varying proportions to the cost of the installations which 
make up that operation. There will, for example, be the land, the 
utilities, the access roads, the power lines, et cetera, put in by the 
host country. 

Then there will be a standard length of runway which is required by 
all users. If it is a jet field it will require a runway somewhat longer 
than the others. 

Now, if we want anything in addition to those very basic operational 
requirements, then we pick up the check for that portion ourselves, 
but the main fields, the complex of fields, is a common project. 

The situation at the present time is that all the countries have 
contributed in varying amounts to the establishment of this military 
construction program, which includes communications as well as air 
fields, and so forth, port facilities, and so forth. 

As to the method of contracting, there are several different systems 
used, depending on the relationship with that particular country. 
For example, the north African fields, which we discussed yesterday 
in the questions from Senator Fulbright, were built on a bilateral 
arrangement under which the Corps of Engineers, acting as the agency 
of this Government on Air Force request contr: acted with civilian 
contracts, a group of contractors, to go in and build the fields, using 
local labor. The French Government, through the Colonial Depart- 
ment, of course, has the voice in the rates paid labor on the job. In 
metropolitan France the NATO requirement is, of course, that the 
host government provide the land and the utilities and the common 
pot of funds contributed to infrastructure is drawn against as the 
work progresses. 

Senator Smita of New Jersey. Who checks those costs there? 
They might grow anywhere if they weren’t very carefully wate ings 
Secretary Lovett. They are checked in two fashions; one by the 

NATO organization itself, a constantly sitting organization, but more 
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particularly by us, where we are directly concerned in the project; 
We have our men over there at the present time, a negotiating team 
and a contracting team, in France. 

Senator Sarra of New Jersey. Do you include in that Algiers, in 
metropolitan France? 

Secretary Loverr. Algiers we include in the north African area, 
although it is part of metropolitan France. 


COMPUTATION AND SCREENING OF TOTAL AMOUNTS 


Senator Smirx of New Jersey. I want to go to another question to 
which I have given a lot of thought. How were the requirements for 
this whole European program devised? How was that a thing 
developed? We are familiar with the TCC group under Mr. Harri- 
man, but it seems to me we should have an understanding of the way 
in which decisions regarding the type and extent of American aid 
were arrived at, and the percentages were allotted to the different 
countries. Will you give us a picture of how that was done? It 
must be a very complicated job. 

Secretary Loverr. Yes, sir; it is a very complicated job. Senator 
Smith, the first step, of course, is the development of what is called 
a military plan. That planning is done by the chiefs of staff of the 
various member countries se parately, and then in unison in what is 
called the military committee of NATO. That is the over-all military 
committee, one adjunct of which is the so-called standing group, 
which consists of Britain, France, and the United States, and is in 
constant session. After the basic plan is developed, the so-called 
military assistance advisory groups, the MAAG’s in the various 
countries, work with the country itself to find out what portions of their 
total contribution in men and matériel are unavailable to that country 
for reasons perhaps beyond /their control. They measure the size of 
the orders, the equipment, the locally procured equipment by the 
country itself, and then there is left a gap. 

After the military advisory groups in the various countries complete 
their study, it comes up to the so-called JAMAG group, which has 
headquarters in London. There it is screened as to the feasibility 
and the competence of the country to perform those commitments, 
and from the JAM AG it comes directly over here to the three services, 
the United States services, where it is again screened and checked. 

Now, the reason for that procedure, which sounds simpler in the 
telling than in fact itself, is because at no point in this chain of require- 
ments do we want the United States to lose control of what it may or 
may not do, because they must understand that we have to get the 
funds for this from the Congress and that we make no commitment. 

Similarly, at no point do we actually give up title to these goods 
until the final determination is made on allocation and priorities to the 
recipient. That is the basic organizational formula which is followed. 
It is very involved; it is complicated. It is now, I think, functioning 
pretty well. 

Senator Smiru of New Jersey. Thank vou. I think it is very 
important to have your explanation of that procedure i in a brief form 
like that, because I am asked that question const intlyv, and I can’t 
answer it, of course. I don’t know. Who could best determine where 
military cuts can be made? 
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1 want to ask you just one more general question, and then | will 
yield to somebody else. There is a feeling, as probably you know, 
and we all have a responsibility for it, that with an estimated budget 
of around $84 billion and estimated tax resources of around $70 to 
$71 billion, resulting in some 12 to 14 billion dollars’ deficit, there will 
be a very determined effort made to bridge that gap by reductions. 

Now, with regard to reductions, would you want us to say to you, 
‘““We feel it is absolutely vital to reduce a certain percentage of the 
works and you determine how those reductions shall be made,” or 
would you rather have us say, “We will select this and cut it out,” or 
“We will select that and cut it out”? Which is the best way to do it 
if we have to do it? 

Secretary Loverr. Well, Senator Smith, that is another form of 
the same question which was ‘asked vesterday by Senator Wiley. 

Senator Situ of New Jersey. I asked yesterday the specific ques- 
tion whether, if we were going to cut, you would leave the foreign aid 
intact or would cut the foreign aid rather than the home military 
requirement. I am asking you now, if we have to cut the whole thing 
10 percent, 15, whatever it might be, to balance our budget, would your 
Defense Department want to be the one to determine where those 
cuts are made so far as the military is concerned? 

Secretary Loverr. Senator, I think that if you find areas in our 
requests which do not stand up under justification procedures, through 
the Appropriations Committee and through enabling committees such 
as this, then I think that the desirable thing to do is to hit that item 
which in the opinion of the Congress is not justified. If, on the other 
hand, the problem is purely a financial one—that is, how far in the 
red do vou go—my guess is that perhaps less damage would be done, 
although it would be infinitely harder for me—in other words, it would 
multiply my responsibility—to take out the financial amount which 
has to come out, if it does, and have the military chiefs and the civilian 
heads of the departments try to apply that where it would do the least 
damage. But that would be extremely difficult, sir, as I explained 
yesterday, because we honestly have put pressure on this budget, and 
it is $3,000,000,000 less in its present form than I recommended to the 
President, and I think it is very close to an imprudent figure. 

Senator SmitH of New Jersey. I want very much to commend you 
for reducing the original figure from something like $100,000,000,000 
to $53,000,000,000 or whatever it is. We have the main responsibil- 
ity of deciding whether or not we can take a deficit and go in the red 
an additional $12 billion at this time, with the state of our economy. 
If we should decide that there has to be a reduction, I am simply 
asking you where it will do the least harm to our military picture 
because, after all, the military picture is of first importance. 

Secretary Loverr. I think that the answer I made is about as 
responsive as I can be on that, Senator. I would, of course, rather 
avoid the added complication of having to cut additionally as a matter 
of personal responsibility in the Department. On the other hand, 
looking at the thing from the point of view of the Congress, except 
where there is a clear flaw, where we have muffed something, I do 
not see how the Congress can make the cuts to do as little damage 
perhaps as the military might do under pressure. 

Senator Smirx of New Jersey. That would be my own judgment. 

In other words, I wouldn’t think that you could very well approve a 
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so-called meat-ax across-the-board cut, and just say: “Hit every- 
thing across the board the same way.’’ There should be some dis- 
cussion with the experts working with you. 

I am not saying we have to, but that is in the air. 

Secretary Lovett. Senator, may I speak again on a point that I 
started on yesterday but the time ran out, and that is the necessity 
for these vast expenditures. They are very heavy. There is no 
question about it. They are heavy for the reasons I mentioned, 
including not only inflation but the complexity of the instruments we 
use and the shocking increase in that complexity. 

(Discussion was continued off the record.) 

Senator Smitu of New Jersey. Do I draw the conclusion from that 
that you are making argument against reducing the figures you have 
presented, which have been cut down to the bare bones on your 
survival theory? Is that your conclusion? 

Secretary Loverr. Yes, sir; and also I mentioned that because it 
would be very damaging to us if the cut were applied in an area which 
in any way retarded this device or the application of the device. 

Senator Smitx of New Jersey. That is why I asked you the ques- 
tion, whether you wouldn’t want to have the control of any cuts that 
were felt to be necessary. That was the purpose of my question. 

Secretary Loverr. I ‘would not want to have it, Senator, but I 
think, if that unhappy event occurs, we will probably be able to 
apply it with least damage. 

Senator Smiru of New Jersey. You would have to have it. 

Thank you. Mr. Chairman, I will yield to the next questioner. 

The CuHarrMan. Senator Gillette. 

Senator Gittetre. Mr. Chairman and Mr. Secretary. 

The CHarrMAN. The reason I called on you is that you started out 
yesterday and did not have a chance. 

Senator GILLETTE. I want to compliment you on the comment 
that you just made on a matter that is of tremendous concern to 
millions of our American citizens. And I know it is to me, and I am 
sure it is to them. 


JUSTIFICATIONS FOR THE TOTAL AMOUNT OF FOREIGN AID 


Before I ask you some questions that are worrying me, or rather 
for answers to some questions that are worrying me, I want to preface 
my questions with this statement. While I have not always been in 
accord «ith policies that have been adopted in the international field, 
when they are adopted they become American policies, and I would 
never vote to withhold a single dollar to implement any commitment 
or obligation that we have properly assumed. But I shall not vote 
to make available one thin dime unless it is justified, and I am frank 
to say that, on the basis of the evidence that has been presented up 
to this time in justification for this present bill, I have not been 
convinced. 

Now I will give you some of the reasons why I am not convinced. 

You spoke yesterday, Mr. Secretary, in answer to questions, | 
think, of Senator Wiley, of the fact that the branches of the military 
services, making a survey of their needs, had come up with a figure 
of some—— 


Secretary Loverr. Seventy-one billion dollars. 
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Senator Gitterre. That after this had been sifted very carefully it 
had been cut down to what figure? 

Secretary Loverr. Fifty-five billion dollars. 

Senator Gitterre. I thought you were perhaps unfair to the men 
that had made the estimate when you said that you thought it repre- 
sented what was desirable. Don’t you think it represented what in 
their opinion was necessary to implement the policies with which they 
were charged? 

Secretary Loverr. Of course, there is a very hard line between 
what is desirable and what is necessary, Senator Gillette. I did not 
mean it in a critical sense but meant it in an effort to distinguish 
between what is desirable from the point of view of a combat state of 
readiness within a given period of time and what is necessary to pro- 
cure at this moment to reach that combat state of readiness. It is a 
rather technical distinction, but I think I can make it clear in an 
example. 

For example, you might need a thousand trucks for a given unit. 
Now, it pa be de sirable to have those thousand trucks on hand as 
your unit was called in. But it would not be necessary to have the 
full amount, because the unit doesn’t come in full-blown in strength. 
It comes in in increments. It might be a regimental combat team 
and then another, and until you get the third you don’t have the 
division. 

That is what I meant in the statement. 

Senator GitteTre, That is very clear, Mr. Secretary. 

Then, when your group sifted the request and came up with your 
figure of $55 billion, you felt that that was entirely justified and 
necessary? 

Secretary Loverr. I did, sir. 

Senator Gitterre. Then, when you recommended to the President, 
as you stated this morning, a certain sum as essential- 

Secretary Lovert. Fifty-five billion dollars, sir. 

Senator Gittetre. I thought you said he had cut it some $3 
billion. 

Secretary Loverr. From $55 billion to $52 billion, which is the 
amount that is now requested. 

Senator Gitterre. In that cutting you felt the President was doing 
his patriotic duty, did you not? 

Secretary Loverr. Senator Gillette, we appealed the cut, which 
was greater than the $52 billion originally. We appealed that; it 
was cut down to about $48 billion. We got a rehearing, and they 
wrote back in on our justification another $4 billion. 

The President obviously has to take into account not merely the 
military requirements but the feasibility of a program from the point 
of view of critical materials and economic and financial impact. 
He has to take—somebody has to take—a calculated risk. It was the 
judgment of the executive branch, in which we went along, that the 
$52 billion met the requirements both of the economy of the avail- 
ability of materials and of the military necessity, but it still does not 
meet the state of readiness which we on the military side feel to be 
important. 

Senator Gitterre. Would have liked to have had? 
Secretary Loverr. Yes, sir. 
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Senator Gitterre. This bill has now come up to us in the way of a 
request for $7.9 billion covering the various titles. 

Secretary Loverr. Yes, sir. 

Senator Gitterre. Do you not concede that it is our responsibility 
and our duty, also, taking into consideration the factors that you 
took into consideration, that the President took into consideration, 
to examine it thoroughly; and, if we reduce it, would you not be 
willing to consider that we should not be reprimanded too severely? 

Secretary Loverr. Why, Senator, the purpose, as I understand it, 
of these hearings is to require the justification of these amounts 
before they get enabling legislation and go into the appropriations. 
We, of course, must justify it. My familiarity, of course, is mainly 
with the military items. I believe we can. We have books of this 
character which break this thing down item by item, country by 
country, and I think, when the committee gets into the details of this 
thing, General Olmsted and his staff will be able to show you the 
reason why this is done, the reason why these steps were taken. 

Senator Gitterre. I am hoping that will be done, Mr. Secretary 
and I am keeping an open mind. But, in answer to Senator Wiley’s 
question vesterday as to where you would suggest that a cut be made 
in the 7.9 billion request, I believe you answered that you would 
sincerely hope that there would be no cut made, that it would be 
kept intact. 

Secretary Loverr. That is correct, si 

Senator Gitterre. Now I want to ask you some specific questions. 


OBLIGATION AND EXPENDITURES OF MILITARY ASSISTANCE FUNDS 


First, I believe you said yesterday that you had some five plus 
billion remaining over at the present time, as of this date, of former 
appropriations that were unobligated, but that you expected they 
would be obligated by the end of the fiscal year. 

Secretary Loverr. That is 4.4, sir, as of January 31. 

Senator Gitterre. Now that money has not been expended and 
has not been obligated up to this present time. 

Secretary Loverr. That is correct, sir; $1,208,000,000 was received 
on the 29th of February as the allocation to us from DMS. 

Senator Gittetre. Of course, the proposed bill uses the language 
that unexpended balances are to be carried over and consolidated. 
What do you mean by “obligated’’? 

Secretary Loverr. That means, in general, contracted, committed. 

Senator GitLterre. With a firm contract? 

Secretary Loverr. Yes, sir. 

Senator Gitterre. Then at the present time you have four plus 
billion dollars that hasn’t even been contracted for? 

Secretary Loverr. It is in the process of contracting now. That 
process takes—well, in domestic nae & minimum of 3 months, 
and in the foreign accounts when a transfer is made from a military 
end item, for example, to an economic aid item, we have to go back 
and reschedule with the country, so it takes longer, 4 or 5 months, so 
that the last increment of these funds, which came in last month, will 
be processed between now and the 1st of July. 

Senator Grutetrr. Well, if it is going to take 4 months and they 
are not obligated but are under study at the present time, how do 
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you figure that they will be obligated in principal part in the 3 months’ 
eriod between now and the end of the fiscal year, April, May, and 
une? : : 
Secretary Loverr. Because the contracts in large amount—for 
example, tanks, aircraft, ships, et cetera—are existing contracts. 
What they do is to put on a supplemental, what is called a follow-on 
order, and that is easier, since it is in work now, to get out than the 
original contract. 


EFFECT OF TRANSFERABILITY ON MINIMUM MILITARY REQUIREMENTS 


Senator Gintetre. These specific questions, and I will make them 
as brief as I can: Would you consider it unfortunate if, out of this 
$4,145,000,000 in title I, subsection 1 (a), which is asked for military 
purposes, there should be cut out $621,750,000? Would you consider 
that unfortunate? 

Secretary Loverr. Yes, sir; I would. 

Senator GrLLetTr. Do you have in mind that this bill provides 
on page 2 that these funds, $4,145,000,000 for military purposes and 
$1,891,200,000 for the economic aid, may be transferred up to the 
amount of 5 percent, which means the sum that I have just mentioned, 
by the President to any other organization, association, or grouping of 
nations which in the opinion of the President makes a significant 
contribution toward political federation, military integration, and 
economic unification? Do you have that in mind, that this sum that 
you consider so important may be cut in the sum of $621,000,000 by 
this authority that this bill confers on the President? 

Secretary Loverr. Senator Gillette, the idea of the flexibility there 
through transfer authority was in last year’s bill, as you recall. That 
was a 10-percent figure. As I recall it, this bill has a transferability 
feature of approximately 5 percent. That is to take care of those 
really unforeseen situations in which the use of, we will say, your 
$600,000,000 to provide sources for ammunition to be built in one of 
the NATO countries would in fact seve us money over here as com- 
pared with building the ammunition in this country. 

The concept is that the use of the funds, if it produces more end 
items or an equivalent form of security, is advantageous to us as a 
country. 

(Discussion was continued off the record.) 

Senator Grtuerre. Mr. Secretary, I am not questioning the plausi- 
bility of it. What I am trying to put emphasis on is, here is a figure 
of projected appropriation that in your opinion, and the opinion of 
your coworkers, is at a rock-bottom point, that could not safely be 
reduced. I am calling attention to the fact that under this provision 
which might, in my opinion, partially corroborated by Secretary 
Acheson when he was interrogated, apply to the Schuman plan group, 
the European defense community, the Council of Europe, the North 
Atlantic Treaty Organization, the European Payments Union, the 
Organization for European Economic Cooperation—any one of these 
would, in my opinion, conform to the description of transferability 
under that authority—the President could transfer these funds up to 
the amount of 5 percent to any of these organizations. 

Secretary Loverr. I see your point, Senator Gillette. 
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I, of course, have read that in the light of our past experience in it. 
In other words, I have read it as a transferability to one of our partners 
in the NATO enterprise. 


JUSTIFICATION NEEDED FOR TRANSFERABILITY 


Senator GrLtteTrtE. Now may I interrupt there to refer to the 
authority that you just cited, which was in the act of last year, and 
remains in Section 513, Transferability Between Titles: 

Whenever the President determines it to be necessary for the purposes of this 
act, not to exceed 10 percent of the funds made available under any title of the 
act may be transferred and consolidated with funds made available under any 
other title of the act in order to furnish a given area assistance of the kind for 
which such funds were made available. 

Now, in addition to this 5 percent—well, I will interrupt myself 
there by stating that that authority still remains. That 10 percent 
transferability authority still remains, and that act will read, if this 
should be enacted into law, or it will provide, if T can find it here, on 
page 3, that for the fiscal year 1952 the 10 percent remains available, 
and not to exceed 5 percent of those that are granted for 1953. 

Now, I was at some pains to get this telephone communication 
with MSA, and I received this information: Of the 1952 funds, almost 
all will be obligated but not expended by the end of fiscal 1952, which, 
of course, you have corroborated. This means that the transferability, 
10 percent on legal interpretation which has not yet been made, the 
amount transferable under the 1952 funds now remaining in your 
hands is $584 or $594 million, depending on interpretation. Of this 
amount, MSA has already transferred from the military to the eco- 
nomic a total of $478,000,000. This means that it still has the right 
to transfer either $106 or $116 million more, depending on the inter- 
pretation, the legal interpretation. 

I have totaled up the transferability and the interchangeability 
that in my opinion will exist if we should pass this neat week. There 
will be old money remaining transferable on this unexpended balance 
between $106 and $116 million, depending on the legal interpretation. 
New money under title I, which is this present fund, $4,145,000,000, 
and the TCA $298,000,000. New money under title V, which is the 
continuation, $790 million, which is the 10 percent for area transfer, 
or a total of $1,194,000,000 that is available for this inte rchangeability 
and transferability under the judgment of the President. 

T am not questioning the judgment of the President. I am sure that 
he is just as patriotic as any one of us can be. But I am seriously 
disturbed over the request for us to appropriate or authorize the 
appropriation of $7.9 billion dollars added to the burden of the 
American people—supposedly representing a rock-bottom figure that 
has been sifted, that you gentlemen in your patriotism and studies 
have found necessary—and at the same time the request for authori- 
zation of the transfer of over $1 billion of it at the discretion of someone 
in the executive department, even though he be the head of the execu- 
tive department. That is frankly what is disturbing me. 

Secretary Loverr. First let me state that the transfer ability sections 
which you cite are entirely different in purpose and are in some cases 
mutually exclusive. The 10 percent authority contained in section 








































162 MUTUAL SECURITY ACT OF 1952 
101b of the Mutual Security Act applies only to funds appropriated 
under title I and is in no way dependent upon or conditioned by 
transfers from other titles. Section 513 provides for transfers of up 
to 10 percent between titles but restricts the use of the transferred 
funds to that for which they were originally appropriated, i. tk, 
military to military and economic to economic. The new transfer- 
ability provision, Senator Gillette, the provision which you are dis- 
cussing, and portions of which you have read, I think are designed 
primarily to give us the flexibility in the event that this European 
Defense Community comes into being, because the act itself expresses 
the hope of the Congress, I think, and of this country, toward an 
accelerated state of political federation in Europe, and actually to me 
there seems to be little hope of this thing being accomplished within 
any reasonable period of time except through some sort of federation. 

Senator GitLterre. May I interrupt to say that I personally am 
supporting that and working for it every day ‘of my life. 

Secretary Loverr. And I think, sir, that the latitude and language 
through this flexibility clause is designed, in part, to permit dealings 
with a group which is in being but not fully formalized yet. 

Senator Gruterre. That is all, Mr. Chairman. 

The CuHarrmMan. Are there any other questions? Senator 


McMahon. 
ELIMINATING COMPETITIVE BIDDING UP OF RAW MATERIALS PRICES 


Senator McManon. Mr. Secretary, when Korea happened and the 
war broke out, prices of raw materials spiraled and we found ourselves 
bidding for these raw materials in world markets against our allies 
over there. I think we made a mistake. Is there any provision in 
the bill, and if there is not, and I do not believe there is, should there 
not be, for some restriction on the prices that our allies should pay for 
raw materials, so that they do not bid 64 cents for copper and we have 
a 24-cent ceiling on it, and they take more of the copper than they 
should. 

Secretary Loverr. Senator McMahon, we have had a number of 
discussions on that point with the Industry Section of ODM. I be- 
lieve that the world price of some of our short items has been boosted 
by two things, one of which you mentioned. One, of course, is that 
we went in and cleaned out the available supply of the hard-to-get 
items; the second was that, having done that, then the European 
countries went out and had to pay excessive prices in order to get any 
of the materials at all. 

If it were possible, and I honestly don’t know whether it is, legis- 
latively, or not, or from an administrative point of view, to insure that 
the funds we make available are not used by the recipient country to 
bid against us, I would think that would he helpful, but so far in our 
efforts to find that solution we have been unsuccessful, just from the 
administrative point of view. 

Senator McManon. Of course, we have a fixed price here. We 
can’t fix the price of rubber unilaterally, can we? 

Secretary Loverr. No, sir. 

Senator McMaunon. Or copper, for that matter, from Chile, but it 
does seem to me that we should not permit the British and French to 
take our money and bid these materials up on us so that the Malayan 
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rubber planter and the Chilean copper producer get a terrific profit out 
of the necessities of the situation. 

Secretary Loverr. I think perhaps equally serious, or perhaps more 
serious, Senator McMahon, is the—well, it isn’t exactly a cartel sys- 
tem, but it is a system of centralized selling which permits them to 
maintain in certain of these commodities, such as tin and copper, an 
artificially high price, a price not justified, for example, by actual 
shortage of the material. 

It would be very difficult to write that thing in, but if there were 
some way of at least waving a red flag as a danger signal here, I think 
it would help us. 

Senator McManon. I sure would like to do it. JI would like to put 
something in there, if I could. I will give it some thought. 

Secretary Loverr. We will be glad to help you. 

Senator McMaunon. I wish the staff and perhaps Mr. Nash will—— 

The CuarrMan. The bill gives those countries you are speaking of, 
that are doing this, the money. 

Secretary Loverr. On economic aid, yes. 

The CnarrMan. They get the money. 

Senator McMauon. I think the Secret: ary isright, Senator. It does 
offer legislative draftsmanship difficulties, but I think it is a real evil 
that we should try to hit. ‘ 


BRITISH ATTITUDE TOWARD THE FEDERATION OF EUROPE 


Mr. Secretary, you mentioned the federation of Europe, in which 
Senator Gillette has been so tremendously interested, and some of the 
rest of us—Senator Fulbright. Over the radio last night I heard, I 
think it was Quincey Howe, say that Eden had said something yvester- 
day of a discouraging nature about the Federation of Europe. Do 


you know about that, Senator Fulbright? 


Senator Funsricut. All I know is that I saw in the Post this morn- 
ing a short account of it which did seem to throw cold water on the 
development of it. He is advising some reorganization of the Council 
of Europe, excluding any possibility of legislative powers, which has 
been suggested by the continental powers. They have taken that 
position right along. It has been on a very great hindrance to the 
whole movment. 

Senator McManon. You know, in November, Senator Hicken- 
looper and I were at Strasbourg. I think we can agree that the 
English, led by a fellow by the name of Boothby, who is very, very 
able, and Lord Layton, and a Socialist by the name of Hall, who was 
a pretty clever fellow too, showed that it was their mission there to 
see that things didn’t get too far, the way I looked at it. I think 
it is time for the British to be told that if they don’t want to join 
they don’t have to join, but it is also time for them to haul in their 
horns and stop interfering with the continental powers trying to bring 
this about. I am getting a little sick and tired of their attitude. 
There is Churchill, who goes over and makes these speeches at The 
Hague and Zurich, yes, and right in the Council of Europe itself, 
about the necessity for Europe uniting. That is great stuff when he 
is out of power, but when he gets back in he has a new explanation of 
what he meant, you see, by all of that. And I for one think that so 
long as we have got our hands on this money we ought to take 

















































164 MUTUAL SECURITY ACT OF 1952 


advantage of the occasion to say a few things to the British Govern- 
ment concerning their interference with the undoubted desire of the 
French and the Italians and the rest of them to try to put themselves 
together in order to build some strength. 

(Discussion was continued off the record.) 

Senator GitLeTrE. When I was interrogating the Secretary there 
was one provision that I wanted to call attention to but that I over- 
looked. May I do it at this time? 

The CHarrMan. If the Senator yields. 

Senator McManon. I will be glad to yield. I have just one more 
observation to make to the Secretary. 

Senator Gitterte. Whatever the Senator wishes. 

Senator McManon. Go ahead. I yield to the Senator. 


AUTHORITY TO GIVE MILITARY ASSISTANCE TO NON-NATO COUNTRIES 
IN EUROPE 


Senator Giuuette. In section 101 of the Mutual Security Act of 
1951 there is a provision that the $5 billion plus which there provided 
may be used— 
for assistance in any country which is a party to the North Atlantic Treaty, or 
for any country of Europe unless covered by another title of the act which the 
President determines to be of direct importance to the North Atlantic area, or to 
the security of the United States. 

That language remains in the act, and will not be changed by any 
proposed amendment of this bill. Under that, without that change, 
J think it is justifiable to conclude that the President, under that 
authority and subject only to the requirement that he report it to the 
Congress when he has done it, could divert the funds, or a portion of 
the funds, provided in the bill, to Sweden, Finland, Switzerland, 
Yugoslavia, West Germany, Austria, or Spain. Under the same 
authority, while I concede it is very, very improbable, could not. the 
President divert some of the funds to any European country in the 
Soviet sphere under that language? Granted that it is very improb- 
able, under that language could he not do it if changing conditions 
seemed to justify it? And could it not be done without additional 
authority from the Congress under the language of the act of 1951 
as amended by this act? 

Secretary Loverr. Senator Gillette, the case you mentioned I 
think is very much in point, Yugoslavia. That, theoretically, had 
been in the Soviet zone, and actually had been in until the recent past. 
But it was a very powerful element in the eastern end of the line, this 
crescent-shaped line which runs from the Scandinavian Peninsula on 
through Turkey. It was that type of authority which permitted us, 
at a very important and necessary point in history, to step in and 
ease them over a situation under which they might have buckled had 
we not given them some support. 

Senator Gittetre. Following that precedent, and granting that it 
is justified, in the discretion of the President these funds could be 
diverted to Rumania, Bulgaria, Hungary, or any of the countries 
behind the iron curtain if changed conditions seemed to warrant it. 
These funds would be available for that without coming back to the 
Congress. 
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Secretary Loverr. If, for example, Poland became disaffected and 
could be pried loose from Russia, it would seem to me, sir, that that 
would be a most appropriate use of funds, because we not only then 
remove strength from them, but add strength to our side. 

Senator Gitterre. And I might well agree with it. It is just that 
I am trying to interpret the request that is made and the authority 
that we w ill be conferring under it. 

Secretary Lovert. I think, sir, there is that latitude in the language 
you read. 

Senator GiLLeTTE. Thank you, sir. That is all, Mr. Chairman, 
and I thank you, Senator McMahon. 

Senator McMauon. That is all right. 

Senator FuLsricut. Why don’t we recapture some of these tankers 
we have been reading so much about in the papers? 

Mr. Gartocx. May I make a point on the tankers, so we don’t 
misunderstand? The Navy will be glad to give details on it, but the 
tankers they are buying have a different cruising radius and different 
cruising speeds quite essential to our air operation at sea, so they 
cannot be replaced by tankers presently available, either by Avett 
or otherwise, Senator. 

Senator Fu.tsricut. Put it this way: Supposing we did cut it some- 
thing. Surely we can rely on the Department to make that cut in 
the place where it ought to be, and it cuts in aircraft, and then comes 
up and says “‘We had to cut aircraft.”” That is what we often feel 
the services do. They always cut the very sensitive thing and then 
come up for a supplemental. But after all, I am interested in trying 
to keep the economy level. That is the field where we have a responsi- 
bility and where we have to make a judgment. This last statement 
encourages me to believe it can be done. 

Secretary Loverr. It is some years off. 

(Discussion was continued off the record.) 


POSSIBILITY OF STRETCHING THE MILITARY APPROPRIATIONS 


Secretary Loverr. It stretches out now and in the finer type of 
aircraft moves from July 1, 1953, into fiscal year 1955 for the comple- 
tion of these contracts. 

Senator Futspricut. Can’t we distinguish? You take the fighter 
and bomber aircraft as one of your best points. Why can’t we dis- 
tinguish that from auxiliary naval vessels? I think I saw in the paper 
the other day you are going to build a couple of billion dollars’ worth 
of tankers. 1 don’t know whether you are building battleships any 
more or not, but there is that item, and there are your tanks, which is 
a tremendous program in dollars, isn’t it? 

Secretary Lovett. Yes, sir; very large. 

Senator Futsrieut. And your manpower, which is one of your 
major costs. Why can’t that be stretched out? 

Secretary Loverr. That has been stretched out a little over a year. 

Senator Futsrient. Why can’t it be 2 years? 

(Discussion was continued off the record.) 

Senator Fuisrigut. About what amount would be included 
in tanks and howitzers, the type of weapon that was used in World 


War I. 
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Secretary Loverr. Tanks, artillery, and ammunition would be—— 
Senator Futsireut. About what proportion out of the 32? 


Mr. Gartock. Airplanes alone account for almost half of the 
difference. 


Secretary Love TT. A little over half. 

Mr. Garuock. We are buying practically no artillery. We have 
enough left over from World War II. 

Secret tary Loverr. It would be, I should think, under $3 billion. 

Mr. Garuock. It would certainly be under five. 

Secretary Loverr. My impression is it would be under three. 

Senator Funtsricut. Approximately a half, or almost a_ half, 
would be those two items, would it not? That is, your conventional 
weapons that have nothing to do with the delivery of guided missiles 
or atomic energy, and your ‘housekee ‘ping budget. 

Secretary Loverr. If you call it three, and for soft goods, pay of 
troops, subsistence, clothing, housing, transportation and all that 
sort of thing, $20, 000,000 ,000, and if you call the other figure 3 billions, 
then you have $30 billion on the one side against $23 billion of soft 
goods, pay, and so forth, and old time weapons. 

Senator Futsrieutr. I don’t want to pursue that any further. 


IMPORTANCE OF THE DEFENSE SUPPORT PROGRAM 


There is one other thing, though, that I think I would like to have 
you state as definitely as you can for the record. I think it is particu- 
larly valuable coming from you because of your having been Under 
Secretary of State and Acting Secretary for some time. Can you 
emphasize or put in its proper relation, this foreign-aid program, 
particularly the defense support? The reason I wanted you to make 
the statement is that I think I sense a tendency to concentrate what- 
ever cut may be made by the Congress in ths at particular field, and I 
think you are especially well qui alified, having had experience in both 
the two competing fields, we might say, the military and the foreign 
aid. 

| don’t mean to put that in the sense of your making a comparison. 
I know no one likes to do that in the administration. But just what 
do you think of the importance of this particular aspect of the pre. 
gram? 

Secretary Loverr. I think it is very important, Senator Fulbright. 
As I tried to explain yesterday, from the military point of view I don’t 
think that you can ‘overlook the fact that these two programs are 
intermeshed. The line that is producing equipment for the United 
States forces is also producing equipment for the NATO forces. So 
that I think you must look at the charge on your economy as a whole 
for military items, because this operation overseas is very definitely 
a part of national security and General Bradley’s statement is very 
clear on that point. 

Senator Futsricur. I don’t want to interrupt you. I know this 
has been said before. What I was looking for was a statement that 
could be used by us as a quote. That is really what I want, because 
I think your opinion on it will be of very great importance. That is 
what I am really after, if you can high light the importance of this 
particular aspect of it. 
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It seems, if that should bappen, that that only empbasizes the 
importance of the political and economic aspects of the struggle. 

(Discussion was continued off the record.) 

Secretary Loverr. Senator Fulbright, if there is in your question, 
as I understand there is, implicit at least a query as to whether we 
considered in the Military Establishment the economic-aid aspect of 
this important—— 

Senator FuLsriaut. Yes, sir. 

Secretary Loverr. The answer is, definitely we do. 

Senator Futsricnutr. Very important? 

Secretarv Loverr. Yes, sir, because as I said this morning, and 
gave examples vesterday, there are certain areas of expendit ures which 
may, through the economic machinery of another country, produce 
greater military strength than the equivalent we would obtain by 
purchases of end items in this country. It is just that simple from 
the military point of view. 


IMPORTANCE OF STABILITY IN AREAS WHERE THE UNITED 


BASES 


STATES HAS 


Senator Futsricut. There was one other aspect on it I would like 
your view on. ‘Take your bases in Morocco. Isn’t the political 
stability of those countries rather important to those bases? We 
spend hundreds of millions of dollars there. What if as soon as you 
get them finished they have a revolution and we los < 
Isn't that of some importance? 

Secretary Loverr. It is of very great importance. It does us no 
good to have a base over which there is a civil war being fought. 

Senator Futpricntr. That is all, Mr. Chairman. 

The CHarrMan. Are there any other questions? 


those bases? 


CHOICE BETWEEN DEFICIT FINANCING AND MILITARY PREPAREDNESS 


Senator McManon. Mr. Secretary, you were in the banking 
business for a good many years, and that is your profession. I] know 
that you pay a good deal of attention to the fiscal situation of the 
country. Your primary job is to see that we are defended, but I am 
sure that you are not unaware of the kind of pressures and tbe kind of 
considerations that Senator Gillette mentioned this morning. 

I think I heard you say that you were not put ina state of consterna- 
tion by the fact that we would run a deficit this year. Did I under- 
stand you correctly? 

Secretary Loverr. Yes, sir. 

Senator McManon. Why do you say that? 

Secretary Lovertr. Because, Senator McMahon, I believe that this 
form of economy that we have has a degree of buoyancy in it which 
enables it to take a shock and recover with amazing speed. I believe 
that we can afford a heavy charge for a short period of time provided 
we give relief at the earliest possible moment. I don’t like deficit 
financing in any form. But if I have to choose between deficit 
financing and a reduced production complex in the military sense, or 
a reduced military posture, | would take the deficit. 

Senator McMaunon. And you have consciously made that choice in 
recommending this 7.9 billion to us? 
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Secretary Loverr. Yes, sir; very definitely, sir. 

Senator McManon. Yes 

Secretary Loverr. The whole statement along those lines, Senator 
McMahon, is in the formal prepared statement I made before the 
Senate Appropriations Committee. 

The CuHarrMan. All right, Mr. Lovett. I want to ask you two or 
three questions. 


FEASIBILITY OF SUPPLYING MILITARY EQUIPMENT TO NATO ARMY 
RATHER THAN COUNTRIES 


Instead of providing military equipment to the separate countries, 
would it be feasible to supply this equipment directly to the Eisen 
hower forces? Would such action spur the formation of his army? 
In other words, give it to him and let him allocate it? 

Secretary Loverr. As a matter of fact, Mr. Chairman, the alloca- 
tion and priorities system is on the basis of recommendations from 
General Eisenhower. That is one of the features. 

The CHarrMan. That goes part of the way. It does not go the 
whole way. He does not have the last word. He simply recommends 
and the Department checks it. 

Secretary Loverr. That is right, sir, but his assertion that a given 
country has troops prepared to use a given form of end-items is, of 
course, controlling to us. 


TAX NEGOTIATIONS 


The CHarrmMan. You talked about this tax matter in these other 
countries. Are you negotiating that now? 

Secretary Loverr. Yes, sir. We are, I am glad to say, in good 
shape on that. Agreements have been signed with Italy, France, 
the United Kingdom, and the Netherlands, and we have reached 
agreement in principle with Belgium, Denmark, Iceland, Luxemburg, 
Norway, and Portugal. 

The CHartrMan. You have got France already? 

Secretary Lovert. Yes, sir. France, Italy and the Netherlands 
have actually signed. The others will sign. 

The CHatrMAN. Suppose the Soviets should attack Western 
Europe tomorrow, Mr. Secretary. Is it your opinion that we would 
be able to hold a firm line some place in Europe, or would we be 
pushed into the ocean? 

(Discussion was had off the record.) 


UNITED STATES MILITARY PROCUREMENT IN EUROPE 


The CHarrMan. Is any military equipment being manufactured in 
Europe for our use now? 

Secretary Lovett. Yes, sir. 

The CHarrman. Do we pay for it or do we get it free? We pay 
for it, I suppose. 

Secre ‘tary Lovert. In the two cases that I have in mind, actually 
the American contractor, because of shortages in this country, pro- 
cured parts of the equipment he makes here from European suppliers, 
so it is a commercial transaction. 
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The Cuarrman. Is this equipment capable of being properiy used 
by our troops? 

Secretary Loverr. Yes, sir; it is. It is a component of an engine. 

The Cuarrman. It is difficult to say just how much we are getting, 
of course, on account of its being privately handled. 

Secretary Loverr. In that category it is. Of course we are pro- 
curing a lot of things which we use in addition to foodstuffs and things 
of that sort, but I believe your question was directed toward military 
items, end items. There will be more procured over there. 

The CuHarrman. Are there any other questions? 

Senator HickENLoopER. I have been waiting a couple of days here, 
Mr. Chairman. 

The CHarrmMan. You have been asking some questions. This was 
the first time I have asked a question at all. Go ahead. 

Senator HickenLoorer. I think you have asked just as many 
questions as I have. 

The CuarrmMan. I am not complaining. 

Senator HickeNLooperR. Let’s just get this straight. 

The CHarrMAN. I haven’t taken up any time of the committee 
except to ask these questions here. ‘They are the only questions I 
have asked. 

(Discussion was continued off the record.) 


ARE WE SPREADING OURSELVES TOO THIN 


Senator HicKENLooPER. I am concerned about two things. In 1949 
I repeatedly asked the question in hearings on the military assistance 
program, “Is it possible that we will get pushed inevitably into the 
position of assuming the major and moving responsibility for the 
defense of Western Europe on land?” Repeatedly our experts who 
testified said, “By no means; no, no. We will just aid. We won't 
assume that responsibility.”’ 

But day by day and year by year it is increasingly apparent to me, 
at least, that we are pushed, and now have assumed, the major respon- 
sibility for the defense of Western Europe. This I believe will lose us 
the mobility of action or the determination of the theater of action if 
it comes to a last-ditch fight. In other words, by our action month 
by month we are committing ourselves to a major effort on the land 
mass of Western Europe, which I think is just exactly where Russia 
wants us if a war is coming. That is one of the things that concerns 
me. 

I feel that we have not been realistic about the fact that Russia is 
busy undermining the back door over in China while we are watching 
the front door. We are not acc entuating the Orient and the necessity 
for victory in the Orient as we should. We are confining our efforts 
and our substance and everything else to this partic ‘ular area in 
Europe. 

Now it is important—I do not minimize the vital importance of 
Western Europe’s defense to us—but we can half-way save Western 
Surope to our own destruction, and I still feel that the Europeans are 
not assuming the responsibility for their own defense that they have 
got to assume to be successful. 

I am aware that we can pop away at them with long-range bombers 
and we can probably do them a lot of damage. But T am also aware 
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that while we just devastated practically all of the cities and manu- 
facturing centers of Germany at the close of the war, that still did not 
lick them until we licked them some other ways, by occupation and 
soon. They are very resilient. 


DANGER OF DEFICIT FINANCING 


Along the line Senator Fulbright was talking about, although I prob- 
ably don’t agree with the premise he was posing here in its entirety, on 
this deficit business you said you thought we could stand a sharp or 
periodic bump in our economy because of its resiliency. I think we 
ean. I mean, so far as the periodic bumps are concerned. But we 
have been going along for a good many years constantly increasing 
this deficit business, and constantly cutting into the whole productive 
economy of this country, and constantly cutting down the ability 
under our system to expand in this country, for the private individual 
to expand, and I don’t know how long we can keep that up. I don’t 
think we will ever go broke in this country so far as feeding the people 
so long as we have raw materials and manpower, but I do think that 
the economy as we have known it, is right on the edge of collapsing 
into a new kind of economy which I couldn’t define at the moment, 
but which certainly won’t be the kind of an economy that we have 
considered pec ‘uliarly American in the past. 

So I can’t justify these deficits at the moment completely. We 
may have to do it. It may be a life and death matter. But I read 
some statistics, for instance, that the Government as of last September 
30, had 174,000 civilian employees outside of the continental limits of 
the United States, running around either attempting to spend Ameri- 
can money or supervising the spending of it in every nook and corner 
of the world. And here we come up with a proposal for a deficit 
operation, manifestly deficit, because manifestly the American people 
aren’t going to stand for the tax increase necessary to take it. So it 
comes up as a deficit which we will have to face. 

I just don’t know where we are going. I think perhaps we are 
losing sight in some broad particulars of the fact that the last-ditch 
ficht may have to be richt here in the United States. 

The CuarrmMan. Do you want this on the record or off? 

Senator HickenLooper. It ison the record. I have said it publicly 
and I say it here. 

In our zeal to attempt to bolster up people who don’t seem to be 
cooperating with us as fully as they should we are just dissipating the 
real strength of this country at home. I want to help them. I want 
to go along. I have gone along with these programs, but they just 
seem to be ge tting bigger every vear, and bigger. We fret no closer 
to this peace that we are talking about, but each year the tension is 
greater and there are more threats and it requires more money and 
more invasion of the private economy of this country. 

Maybe we have to. I don’t know. If we do, I fear then that if 
that is the case, we might as well resign ourselves and say that we are 
gone goslings and scrounge around and make the best of it in a new 
and infinitely different type of country. 

I am not prepared yet to accept that philosophy, and I don’t think 
you are. I don’t think for a minute that you are. But I think we are 
heading for it just as rapidly as we can. 
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One other observation: 

Senator Futsricut, Before you leave that, may I ask you a 
question? What is the accumulated deficit since the war ended, in 
1945, up to the present? Has there actually been a deficit? 

Senator HickENLoopER. It is $260-some billion. 

Senator Futspricutr. I am talking about the deficit that has ac- 
cumulated since the war. I was under the impression that we had 
not over-all had any large deficit in the last 6 vears. 

Senator H1ickENLooprER. I think the deficit has been something 
like $15 or $16 billion. I think it was around $250 billion debt at or 
near the close of the war, and it probably dropped down a little below 
that. 

Senator Futpricar. It went up as high as $270 billion, and then 
went down to $256 billion. I don’t think that is too bad a record, but 
I don’t like the prospective situation. I don’t think we have done too 
badly in the last 6 vears. 

Senator HickENLoopeER. It is mostly the prospective one I am 
talking about. 


PAST, PRESENT, AND FUTURE SIZE OF MILITARY AND FOREIGN-AID 
APPROPRIATIONS 


We have a deficit—I don’t know what it will be—of $13 to $15 bil- 
lion this year. We are frankly told that the amount we are supposed 
to spend next year is as great as this year on this program. We are 
frankly told that the next one will be a military budget of at least the 
same size. 

Secretary Loverr. Do you mean as a budget, or the Military De- 


partment’s budget? We are lower than we were in 1952. 

Senator Hicken.Loorer. I am talking about the fiscal year. We are 
talking now about the fiscal year ending in 1953. That is what is 
before us now. 

Secretary Loverr. I was asking, are you referring to the budget of 
the Military Department, or the Mutual Security? 

Senator HickeNLooper. | am talking about the whole defense 
set-up, the combined budgets. 

Secretary Loverr. It is less this vear. 

Senator Futsricutr. What is the figure? 

Secretary Loverr. It was 56.5, and with public works added it was 
59.4 billions last vear. It is 52 billions this year with public works in 
it, so there is $8 billion saved in the Military Department alone. 

Senator Futspricat. You are not including foreign aid? 

Secretary Loverr. No, sir. 

Senator Futsricut. What are those two together? 

Secretary Lovett. They would be less. Foreign aid is approxi- 
mately the same. 

Senator Hicken.Looper. I think foreign aid last year was 6.8 billion 
and they are asking for 7.9 billion this year, so that it will be up a little. 
The total budget would be reduced. 


TREND TOWARD MILITARY CONTROL OF GOVERNMENT 


So long as I am observing, just giving my views on this thing, 
another ominous thing is this. It seems apparent to me that we are 
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rapidly going from a civilian government into a complete military- 
controlled Government in this country, which is an ominous trend. 

What is in my mind is this, that we here in Congress tremble every 
time the military speaks, and we have got to the point where we don’t 
dare question anything the military. says. If the military says it 
must be this way, that is the w ay it is. And we are getting into a 
position where the civilian determination is being dictated more and 
more each year by military representation. 

Again, maybe we have got to do that. I don’t know. But we are 
passing from the point where the civilians in this country are directing 
policy. They are merely O. K.’ing or putting the rubber stamp on 
what the military testified to in such a broad program that no human 
being could test it or go into it or tell whether it is right, wrong, or 
indifferent. Everybody who votes for a cut in one of these military 
programs gets accused of sabotaging the security of his country. 
Sometimes I am not so sure whether we don’t sabotage it when we 
vote for a lot of these appropriations. 

I am just a boy from out between the rivers out there, but I am 
terribly concerned about this situation. 

Secretary Loverr. May I comment on one point? 

Senator HickENLoorer. | would like to have you comment on any 
of it. 

Secretary Loverr. I am sorry you feel that the military are 
increasing power because, sir, I really don’t have that feeling myself. 
They are competent men in their fields, but the great majority of the 
military are civilians right now, and the Department is under civilian 
control and it is exercised. 

I think that whay you say about a reluctance to impose your judg- 
ment, for example, on the military i is understandable, because in their 
professional work they have unique training. But I have not observed 
any hesitancy on the part of the congressional committees who live 
with the military establishments daily to hold back on applying 
yardsticks to the military to measure the desirability of a program or 
the competence of the officers concerned. Our parent committees are 
very strict taskmasters, and properly so, and once we get through a 
budget hearing with the House and Senate we have been through a 
very, very careful audit on the major items which constitute about 
85 percent of our expenditures. 

Of course there are thousands of others that can only be sampled, 
but I think by ana large in an enterprise as vast as this the Congress 
has exercised a great deal of appropriate investigation and control. 


CONGRESSIONAL DEPENDENCE ON MILITARY JUDGMENTS 


Senator HickenLooper. I think that the Congress has attempted 
to be as zealous as it can within the limitations of its ability of the 
individuals. But there aren’t any people on these committees that 
have any particular—well, I don’t mean to disparage these people— 
military experience. Asso many of them have told me that have gone 
through exhaustive hearings—“We don’t know any more about it 
than we did before. We have just had to vote blind. We made some 
cuts, but we are not satisfied. We don’t know whether this stuff is 
actually needed, or what it is going to do.” 

In the last analysis we have to take the word of the military, and 
we have no equipment, we have no staffs that are trained, and so on. 
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They express that futility of action, and it is a situation that to me is 
increasingly ominous. 

Secretary Loverr. The Government has three areas of direct- 
screening control, Senator, with which you are familiar, I am sure. 
The first of those, and one of the most effective, lies within the Depart- 
ment of Defense as set up by the amended act in 1949. The second one 
is the Bureau of the Budget. Now, in those two agencies, those two 
offices, there is a very high order of skill, both in the budge ‘tary sense 
and in the military sense, because it is a combination of civilian and 
military. 

There is an additional screening process which takes place on the 
materials level; that is, when the requests come in through the Muni- 
tions Board. So that by the time it gets up to Congress, in comparison 
with the situation some vears ago it has had a rather effective audit. 

Of course what you sty fundamentally is that in some of these 
problems you have to trust the military judgment, and that is true. 
But that area is remarkably small out of the total problems that we 
deal with. 

Senator HickenLooprr. Well, I know of no remedy for it. I can’t 
suggest a remedy at the moment. 1] am just expressing a growing fear 
that bothers me, both the economic fear and the increased dependency 
with which the civilian government finds itself vis-A-vis the military— 
this tremendous, vast, and growing ability of the military to dictate 
the whole economy of this country by its demands and requirements, 
which may be necessary. I am not saying that it is not. 

Secretary Lover. Of course, the military departments respond 
only to the mission laid on them by the country, and they therefore 
come up through our governmental machine with the answers to 
what they think those missions require. I think it may give you 
some comfort to know that the system which has been worked out in 
this country for the preparation of the budget and the screening and 
presentation has caused, as a result of the knowledge which has been 
acquired in NATO, Britain to ask if they ean send teams over to find 
the way the stuff is screened over here. They saw it in the Temporary 
Council Committee, so that world-wide I think our system is as good 
as any that I know ‘of, and I think the proof is that the foreign coun- 
tries now want to inspect it and see whether they, under their parlia- 
mentary form of government, can embrace it. 

Senator HicKENLOoPER. Just one more question, and I will burry 
on. This is the last one. 

(Discussion was had off the record.) 

Senator HicKENLoopER. Thank you, Mr. Chairman. That is all. 

The CuarrMan. Tomorrow Mr. Draper is coming up. It is the 
feeling of several members of the committee that that ought to be in 
executive session. Does anybody object to that? 

Senator HickENLooper. That does not mean that if the committee 
feels it ought to be public later it will not be. 

The CHarrman. No. 

Is there anything else before the committee? 

That concludes your testimony, then, Mr. Chairman. We cer- 
tainly thank you for a very illuminating presentation. 

(Whereupon, at 12:43 p. m., the hearing was adjourned, to recon- 
vene on the following day, Friday, March 21, 1952, at 10:30 a. m.) 
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FRIDAY, MARCH 21, 1952 


UnitTep States SENATE, 
CoMMITTEE ON FoREIGN RELATIONS, 
Washington, dD. C. 
EXECUTIVE SESSION 


The committee met, pursuant to adjournment on March 20, 1952, 
in the committee hearing room, United States Capitol, at 10:30 a. m., 
Senator Tom Connally (chairman of the committee), presiding. 

Present: Senators Connally, Sparkman, Gillette, Wiley, and 
Hickenlooper. 

Present of committee staff: Dr. Wilcox, Mr. Marcy, and Mr. Holt. 

Also present: Mr. C. Tyler Wood, Associate Deputy Director, 
Mutual Security Agency; Col. C. H. Bonesteel, Executive Director, 
European Coordinating Committee; Mr. John Lindeman, Division 
Director, Mutual Security Agency, European Office; Lt. Col. Andrew 
Goodpaster, Supreme Headquarters Allied Powers in E mops; Col. B. 
Thielen, Chief, Policy Division, Office of Military Assistance, Depart- 
ment of Defense. 

Senator SPARKMAN (acting chairman). The chairman suggests tha 
we goon. The Democratic caucus is still in session. 

Mr. Draper, if he will, may just proceed. 


STATEMENT OF THE HONORABLE WILLIAM H. DRAPER, JR., 
UNITED STATES SPECIAL REPRESENTATIVE IN EUROPE 


Mr. Draper. Mr. Chairman, and members of the committee, 
T arrived in Paris the end of January as United States Special Repre- 
sentative and have now spent 50 days in Europe during an important 
and critical period in the development of the North Atlantic Treaty 
Organization. In Mr. Harriman’s absence, I acted as Chairman of 
the Executive Bureau of the Temporary Council Committee with 
M. Jean Monnet of France and Sir Edwin Plowden of Great Britain 
to consider the comments of the 12 NATO countries on the proposed 
build-up of military forces for 1952, and to draft the resolutions for 
the Lisbon Conference. I also participated in the negotiations at 
Lisbon where, as earlier witnesses have told you, decisions of great 
importance were made. I have visited England, France, Italy, 
Belgium, and Western Germany and have conferred with all of the 
Prime Ministers and with many of the Finance and Defense Ministers, 
and with our own Ambassadors, MSA Mission Chiefs, and military 
representatives. My initiation in the present problems of our role 
in the North Atlantic Treaty Organization has thus been brief but 
very intensive. 
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IMPROVEMENTS IN EUROPE SINCE THE WAR 


During the period I have been struck by the very different situa- 
tion I now find in Europe, in contrast to what it was during the years 
just after the war, when I was in Germany with General C lay dealing 
with the critical food and other economic problems of that time. 
Later as Under Secretary of the Army, and responsible for our occu- 
pation policies in Germany and Japan, I followed the changing 
European picture, but for the past 3 years I have not been in Govern- 
ment service. 

What has most deeply impressed me during these past weeks has 
been the far greater strength and stability of the whole area. Cur- 
rent difficulties, though serious, should not obscure this central fact. 

Let me take the military aspects first. At the time I left Germany 
in 1947 Western Europe had no real capacity to defend itself and 
counted only on our atomic bomb to prevent a possible invasion from 
the East. Where there was a vacuum, there is now growing military 
strength. 

At SHAPE I have seen a well organized and smoothly functioning 
military staff operation on an international basis. Both General 
Eisenhower and General Gruenther told me enthusiastically about the 
improvement in the training, equipment, and general effectiveness of 
their forces. 

At Lisbon I saw the responsible Ministers of the NATO govern- 
ments face up to the tasks ahead. I saw them take firm commitments 
for a considerable build-up in combat effective forces this year— 
commitments which might, and in the case of the French did, put 
their political careers in jeopardy. I saw these ministers approve the 
principle of Western German forces joining in the defense of Europe, 
an action which 5 years ago I would not have believed possible for 
many years to come. These were courageous and determined steps 
which reflect the growing confidence of Europeans generally in their 
ability to deter and if necessary to fight off aggression. 

Industrial and agricultural production have increased and are well 
above the prewar level, although living standards are only slightly 
improved, primarily because of increased populations, the need for 
capital rebuilding of war damage, and greatly increased defense 
budgets. 

Greater political stability is also evident in most countries. The 
internal Communist threat has been reduced, and I was told by our 
labor advisers that even in France and Italy, where there is still an 
important Communist political and trade union influence, member- 
ship in the Communist dominated unions is much less than it was 4 
or 5 years ago. In the meantime, free democratic labor unions have 
been developing in both countries. I recognize that the problem is 
still a serious one and that much remains to be done. 

In 1947 most countries were desperately trying to set their internal 
affairs and their own trade in order without regard to the effect on 
others. But now there is real evidence of countries working closely 
together in both the economic and political sphere. Institutions for 
international cooperation have been established and already have 
accomplished much: The Organization for European Economic Coop- 
eration, the European Payments Union, and the North Atlantic 
Treaty Organization itself. The Schuman plan and the European 
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defense community should soon become operative and hold great 
hopes for the future. 

In short, Europe is moving forward. The trend is right. Euro- 
pean effort and determination, coupled with out military and economic 
support, is producing a European force to be reckoned with. I am 
convinced our policy has been a wise one. It is paying off. 

Of course, growing rearmament has brought its own new problems 
to Europe, just as we have experienced them here. Many finance 
and economic ministers have expressed their deep concern to me over 
the inflationary pressures, the budgetary difficulties and the trade 
dislocations that have developed since the outbreak of war in Korea. 


PROBLEMS OF THE UNITED KINGDOM 


It is most necessary that these problems be dealt with decisively 
and boldly to assure that the planned military build-up proceeds on 
schedule. Let me illustrate. Recently in London I talked with top 
British Ministers. They are determined that Great Britain shall play 
her full part in the common defense. The British Government has 
instituted very stringent measures to curtail imports, reduce consump- 
tion and cut back investment not directly related to defense. The 
new budget is a realistic and courageous step designed to enable the 
planned military effort to be carried out. All this means continued 
austerity for a country that has been tightening its belt for 10 years. 

It takes time before these measures can be fully felt and the rapid 
decline of sterling area reserves can be reversed. Chancelor Butler 
has just disclosed that $2 billion of reserves have been lost in less than 
a year. 

If the British are to succeed in their defense effort they will certainly 
need help from us to finance some of the necessary imports of raw 
materials. Otherwise they may well be forced to cut back their 
defense effort, with disastrous consequences for the planned build-up 
of NATO forces, or face actual bankruptcy. 


DIFFICULTIES OF FRANCE 


In France, a new government is trying to cope with the problem of 
increasing its military effort in Europe while carrying the burden 
of a costly and bloody war in Indochina. It is not an easy task for a 
country whose economic and political situation since the last war has 
been difficult and precarious. At Lisbon, we spent many hours work- 
ing with French officials on problems connected with the proposed 
French commitments to NATO forces. 

Mr. Faure, the French Premier, showed great courage in making 
these commitments. He overruled some of his Ministers in the way 
he did it, but he managed to get his defense budget of 1,400 billion 
francs overwhelmingly ‘approved by the French Parliament. Then 
his government fell, not because France was unwilling to carry its 
part in the common defense but because the Parliament disagreed as 
to how the money was to be raised. I talked last week with ministers 
in the new government and there is no doubt in my mind that they 
will do everything in their power to see that the commitments of the 
French Government are fulfilled. 
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ESSENTIAL NEED FOR DEFENSE SUPPORT 


Symptoms of economic stress are evident in varying degree in 
other European countries. Heavy defense expenditures are being 
imposed on economies which have still not fully recovered a sound 
economic and trading position. 

I cite these difficulties to point out why it is essential in my judg- 
ment that there be assistance for the purpose of defense support to 
complement military end-item assistance in our Mutual Security 
Program. I say this as one who in 1950 felt that economic aid for 
Europe would soon become unnecessary. At that time I participated 
in the study of foreign economic policy made for the President by Mr. 
Gordon Gray, and I tried to get that group and Mr. Gray to recom- 
mend no more aid except for off-shore procurement and military aid, 
primarily. However, while the study was still in progress, the 
fighting began in Korea. The economic consequences that followed, 
together with the general increase in world political tensions, have 
broken down the basic assumptions on which my optimistic conclusion 
at that time was based. I now believe military and defense support 
assistance are both indispensable if our objective of a militarily strong 
Europe is to be achieved. 

It may be that better governmental management could have avoided 
some of the economic difficulties, and our influence must continue to 
be exerted to produce the maximum of effective self-help. But we 
must also squarely face the fact that if the economic and financial 
structure of any major member of the North Atlantic Treaty Organi- 
zation should collapse—or if its defense effort should be sharply cur- 
tailed—under economic pressures resulting from increased rearma- 
ment, we ourselves will face a situation in which our national security 
might seriously be jeopardized. 

In the years immediately after the war I appeared before various 
congressional committees to support requests for appropriations for 
both Germany and Japan, mainly for food to prevent starvation. 
These appropriations were wisely voted and successfully prevented 
disastrous consequences to the people of these two conquered coun- 
tries. During the past few years both Germany and Japan have 
become largely self-supporting and both are now preparing to take 
their places along with us as part of the free world. From the stand- 
point of our own enlightened self-interest, I believe the funds appro- 
priated to ship food and cotton and other raw materials to Japan and 
Germany were among the best investments ever made by the American 
people. 

The need today is not for food to prevent starvation nor for goods 
to support the normal economic life of our allies. The need in Europe 
today is for military weapons and equipment and for the additional 
raw materials, machinery, and other imports required to build strong 
defenses against the Soviet threat to the security of the free world. 

I want to emphasize that the military goals agreed at Lisbon depend 
for their success on the military arms and equipment, the tanks and 
planes and guns, which only we can provide. Other witnesses will 
give the details and the justification but every one of our allies must 
rely on us for many of the modern and complicated weapons needed 
to make truly effective the forces they have committed to NATO. 

| did not accept my present post to administer an aid program but 
to help build military strength in Europe. Whatever it may be 
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called, I do not regard the program we are recommending as “ 


aid’’ in 
the usual or narrow sense. 


It. is to carry out a policy in our own na- 


tional interest to assure mutual and collective security. 


ORGANIZATIONAL DEVELOPMENT OF NATO 


Let me now turn to organizational developments. The 
last fall showed great interest in developing a better ean and 
international organization to coordinate and accomplish the Mutual 
Security Program in Europe. 

I saw at Lisbon rece ntly the best coordinated action to resolve many 
difficult questions in a very brief time that I have ever seen in inter- 
national negotiations. The week before the Conference opened the 
unsolved problems were legion. Only the good will and real desire 

‘ach agreement which was shown by all the countries, the effective 
staff work on both the military and civilian sides and the cooperative 
efforts of foreign ministers, finance ministers, and defense ministers of 
all the NATO countries made the successful outcome possible. 

Among the important agreements reached at Lisbon were those 
dealing with the reorganization of the North Atlantic Treaty Organi- 
zation. It was agreed that the NATO Council and its international 
staff, parts of which are now located in both Paris and London, will 
be concentrated in Paris, as will also the regional offices of the American 
elements concerned with North Atlantic Treaty and Mutual Security 
matters. There was quite a fight. For obvious reasons, the British 
wanted to continue certain operations in London. We didn’t know 
until the last day or so how it was going to come out. British agree- 
ment to the move to Paris represented a major and commendable 
concession on their part in the interest of harmony. 

In the past, North Atlantic Treaty Conferences have been held 
from time to time, at which the major decisions have been made. 
In the interim the Council Deputies, with membership from each of 
the NATO countries, met to prepare the work for the conferences 
and to the degree possible to reach agreements on matters coming up 
between the conference meetings. Much of the NATO work was 
delegated to specialized international committees whose members 
had comparatively little authority. Separate international staffs 
were maintained for the Council Deputies, for defense production 
and for finance and economics. There was need to consolidate these 
staffs in one location under a strong, full-time executive who could 
deal directly with member governments. 

Of great importance in the reorganization of NATO is the creation 
of a Secretary General as the chief executive officer of the Council. 
The Secretary General will also serve as Vice Chairman of the Council 
and preside at Council meetings in the absence of the Chairman, who 
normally presides only at the ministerial conferences. The Chairman 
goes by rotation and it is a year at a time, but he won’t be there 
except at the large ministerial meetings. 

The Secretary “General will organize the work of the Council, and 
follow up national and international action on Council decisions. 
He will have the important right of direct access to governments, as 
well as to the NATO agencies and commands. He will head a stre ngth- 
ened and integrated international staff, which will provide coordinated 
staff action. The relationship between the military and civilian sides 
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of the organization will be strengthened through closer liaison and 
working arrangements. 

I am highly gratified that a man of the great experience and ability 
of Lord Ismay has been named to this important post. 

Under the new agreement the Council assumes responsibility for 
the tasks previously performed by the Council Deputies, the Defense 
Production Board and the Financial and Economic Board and 
becomes the forum for reaching intergovernmental agreements. 
While continuing to hold periodic ministerial conferences, it will 
function in permanent session and when cabinet ministers are not 
present, will be attended by so-called permanent representatives of 
governments. It will be my honor to so represent the United States 
when the secretaries of our interested executive departments do not 
attend. 

No more complicated military or civilian effort has ever been 
attempted than the development under NATO, in peace time, of 
forces for the collective aces of the 14 member countries. The 
reorganized NATO will be better fitted to help perform this task. 


DEVELOPMENT OF UNITED STATES ORGANIZATION IN EUROPE 


The American organization in Europe is also being changed. 

The CuarrMan. What do you mean by “the United States organi- 
zation’’? 

Mr. Draper. Our side of NATO, the American elements in both 
the military and civilian side. My end of it is the civilian side. 

I was asked by the President last December to take up my present 


post as United States Special Representative in Europe. It was 
agreed here in Washington that in representing him I would act for 
Secretary of State Acheson in dealing multilaterally with NATO 
policy and the political aspects of the treaty; for Secretary of Defense 
Lovett in relation to North Atlantic Treaty and Mutual Security 
Program matters in Europe; and for the Director for Mutual Security, 
Mr. Harriman. I am to represent the United States Government as 
a whole in the continuing Council of NATO after the reorganization 
has become effective. Ambassador Spofford has been the member of 
the Council of Deputies in the past, and after Lord Ismay takes over 
as the new Secretary General in April, Ambassador Spofford will 
return. 

The CuarrMan. Is he going to quit? 

Mr. Draper. He has resigned; yes, sir. 

In accordance with the terms of reference, I am to provide on a 
regional basis coordination, continuous supervision, and general 
direction in Europe of the Mutual Security Program. This centraliza- 
tion of functions is intended to provide an organizational basis for the 
better coordination and integration of our NATO and Mutual Security 
Program operations in Europe. 

I am just in the process of organizing our European offices, and there 
are many details yet to be worked out. In brief, I intend to have 
under me three major elements, dealing with the political, the eco- 
nomic, and the defense matters for which I am responsible. The 
heads of these elements will be responsible to me, and through me to 
the agencies in Washington. I intend to treat the entire staff as a 
coordinated and unified whole, and I am happy to report that so far—I 
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have been over there, Senator, about 2 months, as I have indicated 
before—I have received every possible cooperation from both military 
and civilian elements. 

In conclusion, I am convinced that, if the collective effort of the 
North Atlantic community can prevent*attack and buy time until 
Soviet leaders recognize the futility of continuing their present 
aggressive policy, the cost to us, great ‘though it is, will return us value 
manifold in saving our Nation’s blood and treasure. By doing our 
full share we will at the same time strengthen for the years to come the 
ties of friendship and understanding with our NATO partners. 


BACKGROUND OF MR. DRAPER 


The CHairMAN. May I ask you, sir, were you not Assistant Secre- 
tary of War at one time? 

Mr. Draper. Yes, sir. 

The CHarrMAN. How long did you serve? 

Mr. Draper. Right after the war I was with General Clay in 
Germany until the middle of 1947, and from that time until 1949 I was 
Under Secretary of the Army. 

The Cuarrman. Why did you retire from Army service? 

Mr. Draper. I had been 10 years in Government service, sir, since 
1940. I was called back to active duty for 6 months by General 
Marshall, and it turned out to be about 9% years. 

The CHAtRMAN. What were you before you went into Government 
service? What was your activity? 

Mr. Draper. I was vice president of a banking firm in New York— 
Dillon, Read & Co. 

The CuatrMan. That is not the one Secretary Lovett was concerned 
with? 

Mr. Draper. No, sir. That is Brown Bros. & Harriman. 

The CHarrMan. But you did consent to come back in, notwith- 
standing the fact that you had retired after the long service you had 
had? 

Mr. Draper. When the President asked me to consider this, I 
asked if I might go over to Europe-for a day or two and talk to General 
Eisenhower and Mr. Harriman and Ambassador Spofford to see 
whether they felt this coordinating job, directing job, which is some- 
thing quite new—I don’t know that anything quite like it has ever 
been attempted—was possible to acc omplish at all, and General 
Eisenhower wanted me very much to doit. He felt it could be done; 
if the right terms of reference were worked out, he thought at least it 
could improve the situation. 


DUTIES OF THE UNITED STATES SPECIAL REPRESENTATIVE IN EUROPE 


The CHatrRMAN. On page 11 of your statement, at the top of the 
page, you say: 

In brief, I intend to have under me three major elements dealing with the 
political, the economic, and defense matters for which I am responsible. 

What political matters? 

Mr. Draper. Might I show you a chart, sir, that I think will 
explain that? 

(The chart referred to is as follows:) 
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Mr. Draper (continuing). You see, sir, maybe I can explain from 
this chart. 

The CuarrMan. I can see the chart all right. I want to know what 
political activities you will undertake. 

Mr. Draper. I would be the member of the North Atlantic Council, 
which is meeting in Paris starting about the middle of April. It is 
to replace the Council of Deputies now meeting in London. 

The CHarrRMAN. Are you going to have any activities with unifica- 
tion politically of Europe? 

Mr. Draper. Yes, sir; if that is a matter of governmental policy 
here. I would express through this Council the American point of 
view on it. 

The CHarrMAN. Personally, I am not in favor of our meddling with 
the political consolidation of Europe. That is their affair. 

Mr. Draper. Our effort has, I understand, largely been in the 
direction of the economic integration. 

The CuHarrMAN. You say “‘political” here. You have ‘‘political’’ 
stuck in here. 

Mr. Draper. The political questions that come up are those in 
connection with intergovernmental agreements with respect to the 
North Atlantic Treaty. 

The CHarrMAN. I just want to say that I am opposed to undertaking 
to make Europe unite politically. That is their business, and it is not 
our business. Iam in entire sympathy with aiding Europe to arm and 
resist aggression, notwithstanding the fact that Great Britain does 
not seem to be doing her part in that regard. She won’t have any- 
thing to do with a European army; is that right? 

Mr. Draprr. She has not joined the European army, but she has 
agreed that some of her troops and air would be integrated closely with 
it. 

The CuarrMan. I was chiefly interested in the political. 

Mr. Draper. This does not mean, sir—the point that you speak 
of—the political integration idea. It is the fact that a United States 
representative has to be a member of this NATO Council. The NATO 
Council is the one that takes up the governmental agreements that 
need to be reached. For example, one agreement that was reached 
here at Lisbon recently was for the division of the costs of infrastruc- 
ture—the various common air bases and headquarters and communica- 
tions arrangements. It is that type of agreement, or preparing for 
increasing the size of the military effort, and other matters that are 
approached on a governmental basis. 

The CuarrMan. In the bill before us, section 2, page 1, says: 

The Congress welcomes the recent progress in political federation, military 
integration, and economic unification in Europe, and reaffirms its belief in the 
necessity of further efforts toward these ends. 

I think we are prac tically announcing a policy for political integra- 
tion of Europe. That is her business and not ours. I shall not favor 
that attitude at all. We have all we ean do to get them to join in and 
do their part over there without undertaking to force them to unify. 
I think it would be an impossibility for all of Europe to consolidate 
into a single state. They would never get their relationships adjusted 
on earth in any practical way. 

So I hope you won’t take too large a share of the political end of this 
thing. 
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Have you ever been in public office. except for these assignments 
down here? Have you ever held public office? 

Mr. Draper. No; it wouldn’t be called a public office. Governor 
Dewey asked me to take the trusteeship of the Long Island Railroad 
a year or two ago, but that is not a public office. 

‘The Cuarrman. That is all I care to ask. 


DEVELOPMENT OF FREE TRADE-UNIONS IN EUROPE 


Senator SparKMAN. Mr. Chairman, may I ask Mr. Draper just 
one question? I was interested in what you said about the Com- 
munist influence in the trade-unions, particularly in France and Italy. 
Several of us were over there last summer, and I had quite a long 
talk down in Rome with the man that we had there. 

Mr. Draper. Mr. Lane? 

Senator SPARKMAN. It probably was; a big fellow. 

Mr. Draper. Yes, sir. 

Senator SpaRKMAN. He told me at that time that the free trade- 
unions were making very good progress in organizing. I think he 
said they had by the end of the year about 2 million members and 
that they had already made such headway that he felt it would be 
impossible for the Communists to pull off a general strike in Italy 
and that they could not pull off an effective strike in any trade except 
one. I think that was the tin, the sheet-metal workers, probably, or 
something like that. Is that about right? 

Mr. Draper. That was my general impression, too, sir. Mr. Lane 
went over the situation with me. They tried a strike not long ago 
in one of the larger corporations. I met the head of the corporation. 

Senator SpARKMAN. The metalworking industry? 

Mr. Draper. Yes; and they make lots of other things. It is a 
very large industry in several cities and towns in Italy. They had 
very large Communist influence a few years ago, and I was told that 
it had gotten down now so that the members of the Communist 
union, still large, numbered, out of fifty-thousand-odd employees, less 
than 18,000 Communist union members, and I was told that of those 
they estimated that the real card-carrying Communists were four or 
five thousand. But he has been weeding out top Communist leaders 
as he found them in the works, and they tried to strike as a result 
of that, which was very unsuccessful. 

It is still a very real problem, but they seem to be making progress 
with it, very real progress. 

In France, I think it was early in February, they tried a general 
strike in Paris while I was there, a Communist strike for a day, and 
it was a complete failure. 

Senator SPARKMAN. However, they have not made the progress in 
France in organizing against the Communist leadership that they 
have in Italy, have they’ 

Mr. Draper. I would not have too much judgment about a com- 
parison, but I did talk to the two labor advisers we have in Paris, 
covering all of Europe, and they reported that the Communist mem- 
bers, members of the Communist unions in France, were about half 
what they were 4 or 5 years ago, that the free labor unions had grown 
in size, but they had not made the progress they would have liked 
to see. 
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Senator SparKMAN. That was the impression I got in France. 
Whereas in Italy they had been able to get good leadership for the 
free trade-unions, they had not made as good headway in getting 
proper leadership in France. 

Mr. Draper. I just want to make one comment. There will be 
elections next year, and it will be a serious problem, I gather, unless 
the parties that are opposed to the Communists work pretty closely 
together. It will be a problem of keeping the Communist vote from 
holding its own and even growing. 


OFFSHORE PROCUREMENT 


Senator SpaRKMAN. Did you see the editorial in the Washington 
Post on Monday about your work, entitled “Offshore Procurement’’? 

Mr. Draper. I did, sir. 

Senator SpARKMAN. I think it was a very good editorial. It might 
be well to put it in the record at this point, because it does deal with 
Mr. Draper’s work, and particularly with the offshore procurement. 

(The editorial referred to is as follows ) 


{Washington Post, March 17, 1952] 
OFFSHORE PROCUREMENT 


A news dispatch from Rome indicates that the United States offshore procure- 
ment program—in other words, the purchase of military supplies if Europe—-is 
at last getting started. According to William H. Draper, the Mutual Security 
Agency chief in Europe, Italian industry has been asked to bid on some $150 
million worth of military supplies, primarily ammunition. More important is 
the fact that competitive bids will be asked from other countries for 80 percent 
of the total, and contracts awarded the lowest. bidders. 

It is no secret that offshore procurement has been, until now, a mere slogan. 
The program is designed to produce military goods abroad for NATO countries 
with several purposes in mind: to make use of unused industrial capacity where- 
ever it exists and hence to sop up unemployment, to furnish an additional source 
of dollars; and to facilitate, indirectly, a certain amount of standardization. It 
has been not the European industrialists, but the American military procurement 
officials, who have been dragging their feet. Infused with the notion that 
American-made equipment is superior to any other, they have refused to seize 
the necessity for making use of Europe’s own resources. One of Mr. Draper’s 
main tasks, since his appointment, has been to break this roadblock along with 
the barrier imposed by national taxes, and he is already proving his worth. 

What is in process so far ought not to be overestimated, for there is a long way 
to go. But the start in offshore procurement does have a symbolic importance 
for the European defense community, which will be the administrative body for 
the Europe anarmy. Here is where the real opportunity lies—in treating western 
Europe’s industrial capacity as a whole rather than as compartimentalized seg- 
ments. The idea of competitive bidding in itself can be a catalyst in breaking 
down barriers and fostering ingenuity, and inevitably it will also promote stand- 
ardization of tools and eventually of weapons. Unified procurement is a way not 
only to produce more military strength but also to tie Europe together eco- 
nomically in the process. 

Indeed, the fostering of military purchases in Europe is the logical expression 
of our political policy. Yet for many months we have shrunk from it, leaving 
the prosecution of our policy in the realm of exhortation. If Europe has idle 
capacity, why should it not be used to produce arms for the United States as 
well as for the other NATO countries? One obstacle, of course, is the Buy 
American Act, but a more serious barrier is the nationalistic outlook of the 
Pentagon. Bilhons of dollars authorized for American arms remain unspent. 
If Congress woulda amend the Buy American Act and prod the Pentagon out of 
its insularity, at least some of these dollars could be spent in Europe to produce 
more total defense faster. 


Senator SpaRKMAN. I notice in this editorial that $150,000,000 
worth of military supplies are to be obtained from Italy; is that right? 
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Mr. Draper. Not entirely, sir. You gentlemen are all familiar 
with the desire to get this offshore procurement going, I am sure. 
What the Ordnance Department of the Army and General Finley 
have now accomplished as a real start is to ask for bids on contracts 
largely for ammunition in Italy and Belgium, and some of them in 
France. Iwas able to advise the members of the Italian Government 
while I was in Rome about 10 days ago that these bids have been 
asked for. They had been wondering when offshore procurement 
was going to start. They had heard a lot of talk about it, but nothing 
much had been done. Actually the United States has asked the 
firms producing these things for about $150,000,000 worth of bids. 
Then the Italians wanted to know whether we had asked for bids in 
other countries, and [ told them we had, for about 80 percent of that 
total in other countries on a competitive basis, so I don’t know how 
much of that Italy will receive. It will depend on prices. 

| told the reporters that they had better advise the Italian con- 
tractors to sharpen their pencils, and they might get a larger share of 
that business. 

Senator SPARKMAN. I realized I used the wrong word when I said 
it had been contracted. They have been requested to bid on that 
amount. 


SECURITY ARRANGEMENTS FOR OFFSHORE PROCUREMENT CONTRACTS 


This might be applicable in France, and it might be in some of the 
other countries. Do you believe the security arrangements are such 
that they feel reasonably easy with reference to sabotage in the 
production of those mate rials? 

Mr. Draper. | asked that question myself of Ambassador Dunn 
and of our people there, and Mr. Lane, the labor adviser, and they 
told me that there had been so evidence, no case of that kind of thing 
with respect to Government orders that are comparable that they 
know of, and they did not anticipate trouble. They could not be sure. 

Then I asked the samé question in Paris, and they pointed out the 
situation when our arms shipments began to arrive, and they had 
expected a great deal of trouble with the longshoremen, who have a 
lot of Communists among them, and they had worked that around 
in such a way that they had no difficulties at all. 

In Italy they told me that they felt that, if these orders really were 
realized, if bids were accepted and they got the work, it would have 
just the other effect, that the thing these workmen want is a day’s 
work. There is still quite a lot of unemployment in Italy, and the 
best antidote to Communist efforts, whether it is sabotage or political, 
is for the Italian Government to do everything it can in these offshore 
procurement efforts to be helpful in that direction and to get these 
people a full day’s work. 

Senator SPARKMAN. | remember the morning we met with Premier 
de Gasperi and his Cabinet. He cited the example of a situation at 
some port—-Milan, maybe—where there had been munitions unloaded. 
He said that the Communist members—it was the city that has the 
Communist government up in northern [taly—hundreds of them, tore 
up their cards in order to get work. 

Mr. Drapvrer. Yes. I heard about that. 

Senator SpARKMAN. That is all. 
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Senator Wiiey. Mr. Secretary, how long were you in the banking 
business? 

Mr. Draper. Since right after I got out of the Army in the first 
war, sir, 1919. I started with the National City Bank. 


DOMESTIC SOLVENCY AND FOREIGN AID 


Senator Witey. Our problem, of course, is to try to arrive at the 
proper amount to be apportioned to military and economic aid in 
view of our national circumstances, in view of a possible deficit of 
$14,000,000,000, in view of the impact of depreciation on the purchas- 
ing power of the dollar, in view of the tremendous pressure that comes 
from taxpayers of all classes, in view of the fear that we may be play- 
ing Stalin’s game in heading or making the skids that might result in 
national bankruptcy. 

Now, with all your banking background, and in view of your train- 
ing, you ought to be in a pretty good position to give us an estimate 
or an opinion as to where, if any, any cut could be made not only in 
this program but in the over-all budget. 

We talk about $84 billion and a $14 billion deficit. You are run- 
ning into a responsibility that we have got to face, and everybody so 
far is pretty well sold on the need of some military aid and some 
economic aid. They place this amount as the minimum, and you 
mustn’t touch it., It is inviolate. 

Now, I think that it would be pretty wholesome if someone would 
come before us with vour background, with your understanding of the 
economic picture at home and the implications of deficit financing, 
and tell us where to cut. Of course, I realize also you have to con- 
sider the threat abroad and why this is the amount or why this amount 
cannot be changed. 

Now, with that factual statement, I would like to get your opinion 
as to whether it can be cut, where it should be cut if it can be cut, 
and so forth. I assume that you have formed your opinion as to the 
immediate threat, if any, of Russia, and what effect this program will 
have to curtail that threat or antidote it. All that is in the picture. 

Now I will let you take over. 


THE THREAT TO UNITED STATES SECURITY 


Mr. Draper. Senator, I believe the threat is a very real one. I 
believe that only a few vears ago we faced the likelihood—in fact it 
happened—of the Russians picking off European countries one by 
one, and then they started in Asia. I remember very well when 
Czechoslovakia fell, as 1 am sure you do. 

I think the great strength of the present situation, of what has 
happened in 2 or 3 vears in the building up of the North Atlantie 
Treaty, is that now if any one of the members and now Greece and 
Turkey are also members is subjected to any threat of aggression or 
armies are put on their borders and the internal government is threat- 
ened with being turned over, as happened in Czechoslovakia, that it 
means that all will stand together. 1 think that is the basically 
greater strength and position that we have today, all of us together. 

1 believe 1 would agree with you that an unbalanced budget is an 
undesirable financial or national policy, of course. I would point 
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out one thing, however I have not made any study of our govern- 
mental budget over-all, 1 have just been back in the Government 
2 months and have been in Europe all of that time. But what we 
are doing here, in this rearmament, is in a sense helping a temporary 
military capital build-up job for our European allies and also for our- 
selves. It vel a very large percentage of our defense costs last vear 
and this year, but it is hardware for Europe. It is true that there 
will be a soaliaihca ince factor but we hope they will be able to take 
care of it. We don’t know about that. At least that maintenance 
factor will be very small compared to the capital build-up. 

If this happened to go on for 20 years, if the cold war were going on 
= 20 years, I am certain that we should not have a deficit of this 

‘ar’s size through those vears. If we did we would perhaps play 
Mr. Stalin’s game. If we can limit this period of military capital 
goods build-up—tanks and planes and so on—in the size that we are 
doing last vear an this vear, or | hope we will do this vear, so that 
this phenomenon is a temporary one, then I don’t believe that our 
economic structure will be seriously weakened. 


IMPORTANCE OF “DEFENSE SUPPORT’ 


Now, vou asked another question, and I don’t know that there are 
not places that cuts can be made. lam not arguing that. You asked 
about this particular program. I think the total foreign military and 
defense support program is about 1 out of 8 of our total defense 
requests—$7 in $8—and the defense support part of this $8 billion, 
which is one-eighth, is about one-quarter or a little less than one- 
quarter of the $8 billion, so that the defense support part of it is about 
$1 in $30 or $32, or whatever it is. 

I would feel that with the financial problems and the need for these 
European imports of raw materials and machinery and so on to permit 
them to carry on this increased defense effort they are making, the 
military support part that we are talking about, at least, would be one 
of the last things to look at for reduction. It can be the key. Let me 
illustrate what I mean. 

At Lisbon, and during 2 or 3 weeks before Lisbon, I happened 
participate in discussions with the French. They were facing a very 
serious financial problem, and still are, and they were trying to figure 
out whether they could afford to take on this commitment for a certain 
number of divisions and so many squadrons of planes and so forth 
that had been planned for them to take in building up forces for General 
Eisenhower. 

They have the Indochina war going on. It has grown in expense. 
The number of officers killed each vear totals about the same as their 
entire number of graduates each vear from St. Cvr. They have con- 
centrated their noncoms out there so they are short of them in Europe. 
At any rate the French problem really was whether they could add 
enough to their defense budget, above the amount that the three wise 
men that vou have read about set, to meet their build-up goal. They 
had agreed to the figure that the three wise men set, and then it was 
clear that if they were to carry out the desired goal it was going to 
cost quite a lot more than that. 

We were able to agree, and we did agree, that if they would increase 
their budget by three or four hundred million dollars, that we could 
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change some of our offshore procurement to the extent of about 
$200,000,000, and we could permit production in France that would be 
in the form of offshore procurement to supplement what they would 
do additionally. Our combined effort was the only thing that per- 
mitted it to take that commitment. 

The point I am driving at is that if we hadn’t had the Mutual 
Security Program and the program for offshore procurement, with its 
possibility of helping the French in an additional effort for which there 
will be military goods produced, the Lisbon Conference would in my 
judgment have probably failed. It is so important when there is a 
key financial or military defense problem to hit at the key thing 
You never do know now which country or which problem is going to 
come up 6 months from now as the eritical one. Otherwise we would 
see this defense program, | think, cut down. 


NEED FOR MILITARY END ITEMS 


I have taken a long time to say that I think that the defense sup- 
port part of this year’s recommended Mutual Security Program. is 
very Vital, and woul | be one of the ve ry last things,’in mv judgement, 
to cut. So far as the military end items we are supplving to Europe 
and the military end items we are supplying to ourselves, that is to a 
degree a matter of military judgment as to where the end items are 
most necessary. I am not going to talk about the part of the budget 
which has nothing to do with the militarv, because it isn’t anvthing 
I have studied at all. Put General MeNarney was appointed about 
5 months ago, to take charge of the Sereening and costing staff 
the NATO Temporary Council Committee and to try to make a 
reconciliation of the various country programs. It was the first time 
that this sort of operation had ever been done, to take a hard look at 
what each country could do—the Germans were included in the study 
on a future basis—and he came to the conclusion, and I agree with 


him, that the European divisions, the European troops, if there is 
any trouble, are going to be on the front line, and we will be back 
here helping. Some of our divisions are on the front line, but our 
divisions there and their divisions there I believe need the equipment 
quicker than perhaps our own if we fear a real threat there 

1 am not drawing a comparison. That is a military matter that 
[ have not gone into thoroughly. 

I do feel that this is a build-up over a 3- or 4-vear period, and would 
hope very much that if there is a cut this year it will be able to be put 
back in the European program later. 

Senator Witey. I get your answer to be that in your opinion there 
should not be anv cut-backs in this program. 

Mr. Draper. As to this program I do believe that, sir 

Senator Witry. Do you want to give anv judgment as to the 
domestic and military budget over here, running to—what is it? 
$52 or $54 billion? 

Mr. Draper. I haven’t enough knowledge to pass on that. I am 
sure the Defense Department would be able to give you their figures 
and their judgment, but I have not really studied that at all. I have 
had no opportunity to. 

Senator Witey. That is all. 

The CHarrMAn. Are there any other questions? 
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TAX SITUATION IN FRANCE 


Senator HickenLooper. Mr. Draper, on page 5 of your statement, 
in the next to the last sentence in the middle paragraph, speaking of 
France, you said: 

Then his government fell, not because France was unwilling to carry its part 
in the common defense, but because the Parliament disagreed as to how the 
money was to be raised. 

That seems to me to be a rather mysterious statement. It seems 
to me that they fell because they would not carry the load. In other 
words, it was a 15 percent tax increase that was the issue upon which 
the government fell, was it not? 

Mr. Draper. That is correct; it was. What they did was to first 
vote the appropriation and then they got to the question of how 
they would raise the money, and M. Faure asked for a 15 percent 
increase in certain taxes. 

Now, I have talked to the new French Premier, who is also the 
Finance Minister, and he is going right ahead with the program, and 
he believes that he can save in three or four ways. He has a plan 
to do, but I have not seen the program that he is to publish in detail. 
I presume it is published by this time, but he told me about it in a 
preliminar; Vv way. 

Senator HickeNLOoPER. Does anybody ever pay a penalty on 
failure to pay taxes in France, as a general rule? 

Mr. Draper. I do not know that there has been too much attention 
paid to it, sir. 

There is this about it. The local and governmental taxes in France, 


leaving out the social security, which though not properly rege a 


tax is an added burden, are a little over 30 percent of their total 
national product, this means that while they do not have the income 
tax that we do, or the direct tax that we do, they do have extensive 
excise taxes and sales taxes and production taxes and various other 
kinds that are hidden. The net result has been that around 30 per- 
cent of their total national product, which is about the same as the 
percentage of our gross national product that we pay in taxes, is paid 
in France in taxes and collected. 


TAX MORALITY IN FRANCE 


Senator HickenLoorer. I was told last fall in Europe at the Council 
of Europe by some Frenchmen that any government in France that 
had attempted to enforce the tax laws on the books as they are on the 
books would fall. Every Frenchman, being very realistic, was of the 
opinion, regardless of party, that any government would fall, if it 
tried to collect all taxes. 

Mr. Draper. I guess if the full taxes that are on the books were all 
actually collected they would take so much of the national product 
that I think there is a great deal in what you say. 

Senator HtcKENLOoPER. They admitted that after all was said and 
done, there at the Council of Europe, they did not enforce their tax 
laws and almost anybody could settle his taxes without any trouble. 
Of course they twitted us a little because there was some publicity in 
the newspapers then about certain people who were avoiding taxes 
here. But after all is said and done, when they settled down to it 








nt, 
- of 


yart 
the 


ms 
her 
rich 


irst 
how 
cent 


the 
and 
plan 
tail. 
in a 


on 
tion 


nee, 
ng a 
total 
‘ome 
sive 
ther 
per- 
; the 
paid 


uncil 
that 
n the 
of the 
if it 


re all 
oduct 


d and 
ir tax 
puble. 
ity in 


taxes 


1 to it 

























MUTUAL SECURITY ACT OF 1952 191 






they realized that those were exceptional cases here, and we and_ the 
British did in the main enforce against the entire public the tax laws 


virtually 100 percent, with really rare exceptions, but that they did 
not. 


ENFORCEMENT OF TAX LAWS IN FRANCE AND ITALY 


Now, I am also of the opinion that the Italians don’t enforce the 
tax laws s, especially against the concentration groups in income and 
wealth. To make a crude statement which we use ve ry often, the big 
boys don’t pay their taxes. The little fellow many times is so little 
that they haven’t time to catch him anyway. For the 50 lire that 
they might get out of it it would take 10,000 to even examine him, 
and so on, so in both ways the Italians are not getting a realistic tax 
revenue. They are getting a lot of revenue out “of the so-called total 
product of Italy, but what “that total product value is is still difficult 
to ascertain. 

Mr. Draper. I suppose that is the reason that they have gone, in 
both countries, or one of the reasons, to so many of these hidden taxes 
that a fellow has to pay to buy whatever he buys. 

Senator HicKENLOopER. It is like withholding taxes in this country. 
They figure if they don’t get it on the articles the fellow has to buy as 
an excise or some other kind of tax, and perhaps a hidden tax down 
step by step through, they won’t get it. 

Mr. Drarer. When you figure, Senator, that the French just before 
Korea, I think, had a national defense budget of about 1.6 or 1.7 
billion franes, and that this new budget is just under 4, or just about 
4 billion, it is a precarious political situation. 

Senator HickENLoorEeR. They have increased their budget, but 
it is like a fellow I used to know some years ago, that was always 
pledging $500 to the community chest. His name was down there 
and he would sign up for it, but nobody ever got the $500 or any small 
part of it out of him. 

Mr. Draper. They have been spending their money; they have been 
running since the first of the year on a month- to-month basis of budget, 
because they have not finalized this year’s budget, but they have bee n 
actually spending this year—I don’t know about March; it is the 
same, I guess—at the rate of about 1.350 billion frances, which is 
considerably more than they did last year, and almost the level they 
just agreed on 3 weeks ago, so their problem is one of raising the money 
but not one of actually holding back, because they are going on that 
basis right now. 

I hope they do get this cleared up soon, and we of course want to 
help them in any way we can to get them to help themselves. 














HAS THE UNITED STATES BEEN FIRM ENOUGH WITH EUROPE 
Senator Hickentooper. [ have been interested in, and have ad- 
vanced, this thought, as have others—it is not original with me—ever 
since 1948, when ECA came up, and then when NATO was adopted, 
and the Mutual Security Act and all those things, that we have been 
unduly profligate with our money over there, in view of the fact that 
we have not used the power which is at our command to require 
certain minimum and periodic accomplishments. That is on the same 


theory as Andrew Carnegie’s saying “I will give you half a million 
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dollars for your library when you raise half a million dollars i in your 
home community,” or some other philanthropist will say, “I will give 
the college so much money for a building if you go out and raise an 
equal amount from somebody else.” 

We simply haven't done that. We have done many things without 
that, and it seems entirely practical to me that we should long since 
have developed a yardstick of accomplishment over there under which 
our funds would be committed. There is no question but that the 
funds are there if, as and when they do certain things. Instead of 
that I am afraid we have followed the policy of giving money for aid 
and then giving a little bit more when they don’t come up to scratch, 
and then giving more, until they have developed the idea that after all, 
we feel that this is our war. 

I met that a great deal among these people in Europe this year. 
They didn’t come out and just say so; they gave great lip service to 
the fact that we were equal partners. But also, of course, they 
pointed out that it was necessary that we do this in our own interest, 
that we had an overriding interest that it be done, and we would go 
ahead and fill up the barrel if they did not do it and make up the 
difference. 

I am perfectly aware of the argument, and it is a very valid argu- 
ment, there is no question about that, that we cannot be oppressive 
or dictatorial in attempting to run completely the internal economy 
and the internal methods of doing business of other nations. But we 
can be a little more coercive than we have been, and | was very much 
impressed by Spaak’s statements, one at the end of the Consultative 
Assembly, which we attended, in which he said to the Assembly, that 
Europe had not done what it should do, had not done what it was 
capable of doing, m its own defense. After he had talked on that for a 
few minutes he turned to the American delegates who were there and 
said, “I say to my American friends, ‘Why don’t you set up goals?’ 
That is the only way we in oe will come up to seratch.”’ 

Those are not his exact words, but that is what he meant: ‘‘Why 
don’t you set up goals? Why don’t vou tell us: what we have to do 
in the main here, and see that we do it, because,” he said, “otherwise 
we will be pulling and hauling and we won't get anywhere’’—that is, 
with the speed and with the reasonable efficiency that we have a right 
to expect from the expe ‘nditure of our money. 

Then, he said very frankly at the close of the Council of Europe, 
probably a significant thing, when he rather unshirted his colleagues 
there in his resignation speech. He said in effect, “We have attended 
these Councils of Europe now for I don’t know how many years, 
3or4vears.”” Hesaid, “We hear great lip service to this unity of Euro- 
pean countries. But, he said, out of the two hundred-some delegates 
who attend this conference he was convinced that not over about 60 
really sincerely were working for a unity, economic or otherwise, of 
Europe. The overwhelming number of them only give it lip service 
and still went back to their own little isolation in their minds and 
weren't trying to achieve unity. 


LIMITS TO WHAT THE UNITED STATES CAN DO 


Well, maybe it is true; maybe it is not. I don’t know. But h 
said it very frankly, and it is interesting. We are still considered 
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be a nation with streets paved with gold, almost, | think in Europe. 
I don’t know whether this is a-fact or not. Certainly this is what they 
said to us this fall in Europe. When we told the Europe an delegates 
there that after all there was a bottom to the barrel in this country, 
that we were spending today at the rate of nearly 40 percent, approxi- 
mately 40 percent, of the entire national income—35 percent of the 
entire national product—for government, State and National, they 
professed great surprise, and they did not believe it 

I made a little statement over there. They wanted to talk about 
the dollar gap. I said I knew nothing about it, therefore IT could 
speak freely on the subject, but that there were two kinds of dollar 
gaps in the world. There was one there, and there was one here, and 
that we had been operating on deficits with a dollar gap as far as income 
and outgo went for a long time, — I wasn’t certain that we could 
advise them on closing the dollar gap until we had found how to close 
our own. 

They expressed great surprise about the deficits in our public oper- 
ations here. | say, maybe they were _ “oh-ing”’ and “ah-ing”’ to 
make conversation, but they seemed to be genuinely surprised that 
we weren't going along swimmingly ee despite all of these so-called 
surpluses which we could throw to Europe. They seemed to think 
that it wasn’t hurting us at all. 

Maybe we have impressed upon them sufficiently that facet. Maybe 
we haven't. I don’t know. But I do feel that we haven’t been 
sufficiently realistic in prescribing hecessary and desirable goals 
concretely. 

Now I know it may be offensive to you, but, after all, we haven't 
bought their friendship. We haven’t bought friendship any ak we 
the world. A friend of mine told me one time that he had seven 
relatives on his pay roll that he sent checks to every month. He is a 
rich man. He said he had seven of them that he sent checks for a good 
many years. And he said, “Every one of them hates me because I 
don’t send more. They say | am rich and can afford 

Of course | get much the same impressions from the British fellow 
that vou meet ‘here and there—not necessarily the high public official, 
but the brush-off that we can afford it. We talk poor, but we can 
adford it. 

And the Frenchman, when he sits down and talks to you, lots of 
times will sav, “Oh ves, we know it is difficult and it is a sacrifice, 
but after all, vou are a great, rich country and vou can do it, and there 
is ho hardship,” and so on. 

Of course | am greatly concerned with where we are going in this 
economy of ours here. I am afraid we are doing something to this 
economy every day that is changing it. 1 am not certain, unless we 
would have a physical blow-up in this country which would be destruc- 
tive, that we will ever be what vou might call devastated economically 
in this country. We ean produce food and we have raw materials 
and we have factories. But we certainly have gone a long way to- 
ward blowing up the work and effort of generations past and the 
accumulations and value of the dollar. We can very easily slip into 
an economy that isn’t the economy that we believe we want in this 
country, at least at the moment. I hope we are very realistic about it. 
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POSSIBILITY OF MAKING UNITED STATES AID CONDITIONAL ON DEFINITE 
PERFORMANCES 


Do you think it is possible to set up not desirable areas of progress, 
but to say ‘Our goal is 50 divisions by the me of next year,” or 55 
or 45, or whatever it may be? “We will supply X amount of guns and 
equipment providing those divisions are in being and ready to become 
battle worthy. We don’t supply it until you make good. In other 
words, we are not going to keep nudging you on this thing. We stand 
ready to do our part and make our commitments. We have the 
resources to do it, but you have got to do it. Now either put up 
or shut up.” 

Mr. Draper. I think we are moving very definitely in that direc- 
tion. One of the things that was agreed on at Lisbon was to give to 
General Eisenhower, to the commanding general at SHAPE, the 
authority to make recommendations—it is not the final approval 
but a very real recommendation that I believe would normally be 
carried out—for the actual delivery of military equipment. We get a 
program up for England, for France, for Italy so far as ordering the 
end items is concerned, the tanks and the guns, and it takes a year or 
2 vears or whatever it is to build those tanks. 

The way it is starting right now, under this arrangement, when 
the tanks are ready to be shipped to Europe, regardless of how they 
were programed originally, General Eisenhower and his staff then 
make a recommendation, in due course. I don’t mean they make it 
the day that the tanks are shipped. They make a recommendation 
as to which division, which country, is prepared to best receive those 
tanks. It is not a single tank; it is, we will suppose, a shipment of 
50 tanks that are ready for a particular division in Holland or in 
France or Italy. Whatever is the one that can next best use that 
shipment of tanks, that is what he recommends, and my understanding 
is, after Korea and other things that are overriding matters, that is 
where those tanks will go. 

General Gruenther will be before you and you will probably want 
to ask him about this because he has been very definitely and directly 
concerned with it, but that was one of the things we wanted very 
badly to get agreed on in the Temporary Council Committee, and it 
was, and at Lisbon it was, so that the equipment would really go to 
the place where they had trained the troops, where they were ready 
to receive the equipment. I think that we are beginning, at least, 
to do just what you are suggesting. I completely agree with it. 


MAKE-UP OF FRENCH TROOPS IN INDOCHINA 


Senator HickENLoopeER. So far as the French in Indochina are 
concerned, they don’t use any impressed troops or drafted troops, 
do they? Those are volunteer troops, all of them. 

Mr. Draper. That is right. 


Senator HickENLoopER. Do they have something in their law or 


some restriction on using troops outside of metropolitan France? 
Mr. Draper. I do not know whether it is a law or policy. I think 
it is law. I am sure it is law; I remember. 
Senator HickENLooPER. You believe it is law? 
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Mr. Draper. That the drafted man, except in general war—— 

Senator HickENLOOPER. But in the absence of general war he can’t 
be sent outside of metropolitan France for service. 

Mr. Draper. That is right, so that their regular army and volun- 
teers and African troops and the Vietnamese are the ones that make 
up the army in Indochina. 


IMPORTANCE OF THE DEFENSE SUPPORT ASSISTANCE 


Senator HickENLooPER. Do you think that this economic aid 
program—what is it, a billion one 

Mr. Draper. It is one billion eight including Turkey and Greece. 

Senator HicKENLooPER. Is absolutely necessary, and that the mili- 
tary spending will not stimulate either collaterally or directly the 
improvement of the economic situation in the way of employment 
and living and so on? 
Mr. Drarer. When we ship the tanks over, that does not have any 
‘onomic effect at all. 
Senator HicKENLoopPER. I understand that. 
Mr. Draper. But some of this military money, the part that 
goes to offshore procurement, does have two effects. It gives work, 
and it does help the dollar situation for these countries. We of 
course take the dollar earnings from offshore procurement into account 
in estimating the amount of defense support required. Offshore pro- 
curement does not have the effect on their own national opportunity 
to import the things they need, because if you increase the offshore 
procurement considerably, which I hope we can and I am sure we 
will, it does mean that you cut down at the same time to some degree 
their opportunity to build stuff for export, and it also means that to 
the extent that the ammunition or whatever it is they make requires 
imported raw materials, it also puts a strain on them for that. 

lt is my judgement that that is essential, and I have given it a good 
deal of thought. It is a reversal of my own thinking. 


e 


~ 


ATTITUDE OF OTHER EUROPEAN COUNTRIES TOWARD GERMANY 


Senator HickeNLoorer. Isn’t there a basic stumbling block in 
Europe today: Fear of the Germans all the way around? 

Mr. Draper. It is far less than it was before. I think there is 
some of that there. I think it was the day that I got to Paris that 
the French gave diplomatic status to the fellow they had in the Saar. 
That caused a lot of trouble and the Germans reacted immediately. 

Senator HickenLooper. I can illustrate what I mean, perhaps, 
by what we were told in November last year. Up to the 31st of 
December, the West Germans would have completed 350,000 hous- 
ing units in West Germany in spite of all the devastation and the 
looting and the dismantling and all the rest of this stuff that has 
gone on, and in spite of the coal restrictions and everything else. 
The French, however, last year, who were also very much in need of 
housing, had only been able to complete 50,000 housing units in France 
during that year’s period of time. 

I was told by a couple of Europeans—who were neither French, 
English, nor Germans, and who I think are very smart fellows—that 
Europens were not so fearful of German military resurgence but that 











196 MUTUAL SECURITY ACT OF 1952 


basically there was running through the minds of each of those 
countries, the French, the British, the Italians and so on, the thought 
that if they took Germany into a comparatively integrated Europe, 
in 10 years’ time, Germany would own all of Europe; that is, the 
German industry, the German organizing ability, and their drive 

Mr. Draper. And hard work. 

Senator HicKENLOoPER. Would completely dominate the economy 
of Europe, and the rest of them would be more or less economic 
satellites of Germany within about 10 years’ time, and that was one 
of the things that had to be taken into consideration. These two 
fellows said they doubted whether there ever would be a real integra- 
tion over there within at least—I don’t know what the foreseeable 
future is—within some years, because of that very basic fear and the 
realization that the Germans will work, regardless of whether we like 
their methods or not. They will work and they know how to organize 
and they are industrialists and they know how to trade. 

Mr. Draper. That is right. 

Senator HickeNLooper. And that you would get them into this 
family of nations with an equal partnership and pretty soon, within 
10 years, they will have obtained by peace what they could not 
obtain by two wars. That is the theory. I don’t know whether 
that is true or not. 

Mr. Draper. There may be something in that. I think you 
exaggerate it, but it is there. 

Senator HicKENLOopER. That is what I was told. I know nothing 
about it. 


GRASS-ROOTS ATTITUDE IN EUROPE TOWARD INTEGRATION 


Mr. Draper. On the other hand, I was told by many Frenchmen 
that the only solution for Western Europe, with the Russian threat, 
is just the thing you speak of, even though it does involve that 
possibility. 

Senator HickeENLooper. | think strong integration is the only 
answer. Walter Judd made a little speech over there at the Con- 
sultative Assembly in which I thought there was some food for 
thought. In it he said to those Europeans, ‘“‘It isn’t a question of 
whether you are going to be integrated or not. Sooner or later you 
are going to integrate. The question is, are you going to do it vol- 
untarily or is somebody from the east going to integrate you? That 
seems to be your choice, that intecration may be inevitable.” | 
don’t say it is, but that was the theme. He said, “It is just a ques- 
tion whether vou integrate yourselves into a unit and keep vour own 
freedom and liberty and do it voluntarily, or is somebody going to 
integrate you, because,”’ he said, “I don’t think there is any question 
but what before not too long, the way things are going, you are going 
to integrate or be integrated.” 

Mr. Draper. I think the French people have come to the con- 
clusions that thev should, and the Germans, too, because during the 
3 weeks before Lisbon it looked very much as if neither one of those 
parliaments was going to approve the European defense community, 
and a good many people told me—and Jack McCloy told me in 
Germany—that it was onlv because of the feeling of the ground swell 
from below that they finally did. 
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Jean Monnet believes that very thoroughly, that the French people 
have supported the Schuman plan and now the European defense 
community without knowing too much of the details simply because 
they have that belief that that is their only salvation. 

He told me this story about one of the members of the French 
Parliament who went over the week end to his community back some- 
where up in the Alps, and they had a luncheon for him; I think the 
chief of the fire department was the chairman of the meeting. The 
member of Parliament got up and made a speech, and then the chair- 
man of the meeting said, “We are always glad to see you here, but 
not today. You ought to be back in Paris.” They were going to vote 
on the Schuman plan the next day. He said, “You should be back 
there working for European integration.”’ 

If that is the feeling in the grass roots, then something has been 
gained. 

Senator HicKeENLoopER. It is very encouraging if it is. The people 
I was talking to, of course, were more or less on the government level, 
and they were not actually grass-roots people. 

Mr. Drapver. I think the Government has been pushed on this 
thing, probably. 

Senator HickKeNLooper. And there is always a natural hesitancy on 
the part of a diplomat to 

Mr. Draper. I will say that Schuman has been very far-looking on 
this, and so was Pleven, who was Prime Minister and started the idea 

Senator HicKENLOopER. And Monnet was very much interested 
in it. 

Mr. Draper. Pleven is now the Defense Minister 

Senator HicKENLooperR. I had some very interesting visits with 
him. 

Mr. Draper. He is a very able man. 

Senator HickENLoopER. | have taken too much time, Mr. Chair- 
man. Thank you. 

Mr. Draper. | will bear these thoughts of yours in mind, very 
definitely. 

The CuarrmMan. Let me ask you just one question. How do you 
feel? Are these European countries coopers ating? Are they trying 
to do something, or are they dragging their feet’ 

Mr. Draper. I believe they are doing 

The CuarrmMan. All of them? 

Mr. Draper. | have been there just 7 weeks, so | wouldn't say I am 
any expert on it. 

The Cuarrman. Is France dragging her feet? 

Mr. Drapgr. | do not think so. 

The Cuarrman. Why didn’t they go on and raise their taxes? 

Mr. Draper. Well, it is hard tosay. They did vote the budget. 

The Cuairman. I know, but the budget is of no account until you 
have some money to pay for the budget. 

Mr. Drarer. The new government says they are going to get the 
money. I can’t guarantee that they will, but I think they will. 1 
talked to Mr. Pleven and Mr. Pinay, the new Premier, and I talked 
several times with Mr. Faure, who was the Prime Minister who put it 
up to the Parliament, and the men in the Government are definitely 
trying to do what they can. I think the great difficulty, Senator, so 
far as I can analyze it, is that they have so many splinter parties, so 
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many small parties, that they don’t have the two-party system that 
we have here. 

The CuatrMan. I hope you tell them over there that if they don’t 
do, we are not going to do forever. We will go on with this program 
now, but we are not going to keep on dishing money out to these 
countries over there that won’t do for themselves. We are willing to 
help them, but we don’t want to do it all. 

Mr. Draper. The French budget for defense now is about 25 times, 
or 3 times, what it was before Korea, from 1,700 million francs to 
4 billion. 

The CHatrMan. Maybe so, but the defense is over there. We have 
to go over there and help defend them. Well, if they are not going to 
defend themselves adequately, and I don’t mean in little dribbles, why 
should we defend them? 

I hope you will stand out stiff on that, because most of these folks 
say, “Oh, you can’t cut a dollar off this. You have just got to ram it 
through,” and so forth; it is survival, and all that. That doesn’t 
register with me. 

Mr. Draper. I will keep that in mind, sir. 

The CuarrmMan. We will stand in recess until Monday morning at 
10:30. General Gruenther will be here. 

(The session recessed at 12:55 p. m., to reconvene at 10:30 a. m. 
Monday, March 24, 1952.) 
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MONDAY, MARCH 24, 1952 


UNITED STATES SENATE, 
CoMMITTEE ON ForEIGN RELATIONS, 
Washington, D.C. 
EXECUTIVE SESSION 


The committee met, pursuant to adjournment on March 21, 1952, 
in the committee hearing room, United States Capitol, at 10:30 a. m., 
Senator Tom Connally, chairman of the committee, presiding. 

Present: Senators Connally (chairman), George, Green, McMahon, 
Sparkman, Gillette, Wiley, Smith of New Jersey, Hickenlooper, 
Lodge, and Tobey. 

Present of committee staff: Dr. Wilcox, Dr. Kalijarvi, Mr. Marey, 
and Mr. Holt. 

Also present: Mr. C. Tyler Wood, Associate Deputy Director, 
Mutual Security Agency; Mr. Sam Efron, Counsel, Office of Military 
Assistance, Department of Defense; Gen. George Olmsted, Director, 
Office of Military Assistance, Department of Defense; General Per- 
sons, Colonel Yudkin, Colonel Goodpaster, Colonel Twitchell, and 
Major Knowlton, all of Supreme Headquarters Allied Powers in 
Europe. 

The CHarrMAN. Come to order, please. 

We have with us today General Gruenther, chief of staff of General 
Eisenhower's European Organization, NATO, so-called, and SHAPE, 
whatever “SHAPE” is. 

General GruentHer. Supreme Headquarters, Allied Powers, Eur- 
ope, sir. 

The CuarrMANn. General Gruenther is a man of large experience 
and with very great skill as an officer in the Army. He has been in 
the Army a number of years. We will bring all that out in a minute. 
We present General Gruenther. 

General, you have been in the service a good many years. How 
long? 


TESTIMONY OF GEN. ALFRED M. GRUENTHER, CHIEF OF STAFF, 
SUPREME HEADQUARTERS, ALLIED POWERS, EUROPE (SHAPE) 


General GrurentTH_ER. I have been in the service 33 years, sir. 
The CHatrmMan. That includes West Point? 
General GRUENTHER. No, sir; since I graduated. I have had 33 
years’ commissioned service. 
The CuarrMan. You have? 
General GruENTHER. Yes, sir. 
The CHarrMAN. What State were you from originally? 
199 
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General GRUENTHER. Nebraska, and I am still from Nebraska. and 
[Tama Nebraska admiral, sir. 


The CHarrRMAN. So you have a dual capacity, as an admiral and a 
general both. 

Nebraska is quite active right now. Are you going out while you 
are here? | 

General GRUENTHER. No, sir; I am not. 

The CHarrMAN. General, the committee has pending before it the 
bill popularly known as the foreign aid bill, but that is not the tech- 
nicalname. You understand what I am talking about. 

Senator SPARKMAN. Mutual security. 

The CHarrnMan. We understand you are well advised and well 
acquainted with regard to that, and that you are here as more or less 
in the character of a representative of General Eisenhower. Is that 
correct? 

General GRUENTHER. Yes, sir. 

Senator WiLtey. How far does that go? 

The CHarrMan. We will be glad to hear you. I think Senator 
Lodge ought to move up a little closer. 

Senator LopGe. I am very close. 

The CHarrMAN. Have you a prepared statement, or do you want to 
just talk off the cuff? 

General GRUENTHER. Senator, I have a prepared statement, but 
if you don’t mind I would like to talk extemporaneously now. 

(The prepared statement is as follows:) 


STATEMENT BY GEN. ALFRED M. GRUENTHER, CHIEF OF Starr, SHAPE 


Mr. Chairman, and members of the committee: It is a great pleasure for me to 
appear before vou as a member of General Eisenhower's staff to present a summary 
of our operations and activities in relation to the Mutual Security Program. 

With vour permission, I should like to utilize for this purpose a statement I have 
prepared reporting on certain of the plans and operations—past, present, and 
future—of General Eisenhower’s headquarters and command which have an 
immediate bearing on the Mutual Security Program you are considering. I have 
limited my comments to rather strictly military matters and such other matters as 
have a direct impact on our military activities. I have also confined my discussion 
to that part of our situation and operations which is closely connected with the 
United States Mutual Security Program. My omission of many aspects per- 
taining to the European countries or to NATO as such is no reflection on their 
importance. 


SHAPE ACTIVITIES IN RELATION TO THE MUTUAL SECURITY PROGRAM 


General Pisenhower is firmly of the opinion that the defense of a region such as 
Western Europe must come basically from within. The efforts and the military 
strength of all the NATO members are mutually supporting, particularly through 
the deployment of forces in accordance with an over-all strategic plan for collec- 
tive defense, and a nation such as the United States can do much in providing 
heavy and highly complicated forms of military equipment as well as other forms 
of support, but a successful defense in Western Europe can in the long run be 
created and maintained only if the countries there make a maximum effort in terms 
of their own resources. Fundamentally, he believes that this is a matter of the will 
and the determination to defend oneself. It is this determination which makes 
available the effort needed to build forces for security. | am happy to report that 
this effort. is now being made in good measure and is resulting in substantial 
forces now in existence and substantial additions definitely in sight for the future 
Among the NATO nations of Western Europe, the will to defend has been demon- 
strated in their longer periods of conscription, increased budgets for defense and 
efforts to expand defense production. 

Although it is basically up to the countries to generate the military strength 
that is required, we at SHAPE can and do make recommendations as to the 
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particular military forces which should comprise this strength. We also make 
plans and preparations under which the forces available to us could operate at 
their highest advantage if hostilities should occur. These are in fact two of the 
chief tasks upon which we of General Eisenhower’s command have been engaged 
during the past year. His major reSponsibilities relate both to building up a 
defensive force and to making plans and preparations to employ it effectively in 
defensive operations should hostilities oceur. He prescribes as a primary goal 
that his command must approach these reponsibilities in a way which will do the 
maximum to preserve the peace and to deter aggression. 

We at SHAPE feel that the NATO nations are by now well into this important 
phase of building up real defensive strength. Just a year ago General Eisenhower 
announced SHAPE operational. In the few preceding months, those between | 
appointment and last April, he and his staff drew up plans for the working military 
arm of the North Atlantic Treaty in Europe. In the period which followed, the 
major efforts at SHAPE have gone toward making these plans an actuality. 

During this vear NATO activities have become more operational in character, 
with work no longer so largely concerned with future plans and studies as formerly 
but having now a major portion concerned with current programs and activities. 
This transition has been marked by us at SHAPE. In February of this vear the 
NATO conference at Lisbon recognized this fact and issued to General Eisenhower 
a directive prescribing in more specific terms his responsibilities for the furthering 
of NATO defense. In terms of training, equipment priorities, airfields, and other 
facilities, we are now dealing with actual forces and not planned forces alone 
We have not, of course, ceased to look forward and to plan ahead, but we have 
added to these future studies a great many current activities 
forces now in being. 


11S 


concerned with 


To measure this change, it is necessary only to recall how meager the military 
structure was in Western Europe | year ago. There were less than 15 divisions 
adequately trained and equipped for combat and fewer than 1,000 operational 
aircraft. Although much valuable work in planning had been done by the 
Western Union Defense Organization and the regional planning groups of NATO 
no command structure existed for the available national forces ranging from the 
tip of Norway to north Africa. Today our combat ready ground forces have 
nearly doubled, our air forces have significantly increased, and we have a fune- 
tioning international command organization geared to the demands of defense 
The military potential of the Atlantic nations is being converted into real military 
power 

The requirement for the large-scale defensive preparations in which SHAPE 
is participating arises in a fundamental sense from the weight of the Soviet 
military threat which still hangs over the west. In fact, this threat sets the 
level of military power for defense which must be created for security. We at 
SHAPE trv to estimate this threat as accurately as possible as a basis for our 
recommendations for forces. Information available to us indicates that the 
military power of the Soviets continues undiminished as regards major land, 
air, and naval forces. It is, in facet, increasing in some aspects, for example, 
through growing stockpiles of atomic weapons, through the addition of sub- 
marines of newer types and larger numbers, through the improvement of their 
air force by replacing older types with more modern types of aircraft, and by the 
expansion of the Soviet industrial base which could be used for the support of 
their military forces. The Soviets not only retain their capabilities for land 
advance, but in addition have a powerful air force poised for operations in West- 
ern Europe. From the close of World War II, Russia has maintained vast 
armed forces. Some 175 divisions, 20,000 aircraft, and 300 submarines have 
been kept, not on a skeletal reserve basis, but active—‘‘in being” in the military 
phrase. To these forces have been added some sixty-odd divisions in the satellite 
countries, whose troops and airmen have been dominated and trained by Soviet 
commanders. 

I should like to stress that it is the Soviet capabilities which give the over-all 
dimensions of the task of defense build-up, but these capabilities must be weighed 
in the light of indications as to Soviet attitudes such as those given in Korea and 
also in the light of the increased peril to every western nation that would result 
from the loss of any one of them. 

Within these dimensions, however, SHAPE is hard at work, in cooperation 
with other NATO and national authorities, to determine what kind of forces 
should be developed. For this purpose we are making continuing examination 
and reexamination of the ever-expanding list of available types of weapons, of 
ogistic and production possibilities, of geographical and terrain conditions, and 
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of many other factors. Since its creation, approximately 1 year ago, SHAPE 
has been involved in a series of studies of this kind, and from them we have made 
firm recommendations as to the tvpes and numbers of forces and weapons which 
should be developed and maintained. 

There are several principal features of our operations and activities at SHAPE 
which I would like to cover more specifically inasmuch as they have come to 
have an important influence on the Mutual Security Program the United States 
is carrying out. First of these is our organization. To handle problems such 
as those outlined above and also to be prepared to carry out operational command 
responsibilities should hostilities occur, we have within the past year developed 
the organization of our headquarters at SHAPE itself near Paris and also the 
structure of our subordinate commands from the North Cape to the Mediterrean. 

General Eisenhower has organized his command with a relatively small head- 
quarters at SHAPE serving as the over-all control organization. He has also 
established a series of major subordinate commands under experienced and able 
military commanders. 

This structure is based upon a concept of Western Europe as a central strong- 
hold with defended flanks on the north and south. The over-all command is 
then divided into three main sectors. In the center the bulk of ground and air 
strength is concentrated and a smaller number of land and air forces, together 
with assigned naval forces, constitute the northern and southern flanks. 

In the northern sector, the commander in chief is Admiral Sir Patrick Brind 
of the United Kingdom. His chief commanders are Major General Tavlor, a 
United States Air Force officer, and General M@ller and General Hansteen, 
Danish and Norwegian ground officers, respectively. Admiral Brind is his own 
naval commander. 

In the central sector, General Juin, a French officer, is commander in chief of 
the ground forces. Lieutenant General Norstad of the United States Air Force 
is the commander in chief of the Air Force in this area, and Admiral Jaujard of 
the French Navy is the naval commander. General Handy of the United States 
Army has been designated to command a combined French and American Army 
group in the central area now being formed, and General Harding of the British 
{rmy to command a combined British, Dutch, and Belgian Army group also 
being formed. 

In the southern theater, over-all command is exercised by Admiral Carney of 
the United States Navy. His subordinate commanders include General Schlatter, 
a United States Air Force officer, General deCastiglioni, an Italian officer, Ad- 
miral Sala, and Admiral Girosi. Admiral Carney also exercises certain naval 
command functions directly. By the recent action of the North Atlantic Coun- 
cil, Greek and Turkish forces have been added to General Fisenhower’s command 
and placed under the command of Admiral Carney. The detailed command 
arrangements for these forces are now in the process of being worked out. 

The staffs of these headquarters, drawn from 10 nations, have demonstrated 
by their understanding of the problems of defense on an international basis, the 
feasibility of international-military cooperation. We have intelligent, effective 
leadership, strong in its devotion to the common mission. The nations of NATO 
have given us of their best in the training, experience, and ability of the officers 
they have provided. 

The NATO nations have allocated and earmarked forces for General Fisen- 
hower’s command, and he has in turn placed them under the direct control of 
these subordinate commanders. Thus, our command structure is well developed 
and the subordinate headquarters are functioning and gaining in experience and 
effectiveness. Communications are being improved and these headquarters, like 
SHAPE, are advising on, guiding and supervising the build-up and training of 
defense forces, and also making the necessary plans and preparations for their 
employment. 

This integrated command under General Fisenhower receives direction from 
the higher agencies of the North Atlantic Treaty Organization. Our immediate 
superiors are the standing group of the Military Committee, composed of senior 
military representatives of the North Atlantic Treaty nations. The members of 
the standing group are the representatives of France, the United Kingdom, and 
the United States. I am sure I speak for General Fisenhower in saying that in 
the carrying out of our responsibilities, we have received a full measure of sup- 
port and cooperation from the NATO organization as well as from the member 
nations in our direct contacts with them. 

The second main field of activity is the planning work which has been done 
and is being done by SHAPE. Two general kinds of plans have been developed 
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by SHAPE and its subordinate headquarters during the past vear for use in con- 
trolling the current and future activities of our command. The first group com- 
prises what might be called emergency plans. These are plans constaatly kept 
up to date for employing effectively the forces that exist at any time and for 
guiding the related preparations—construction, deployment, training, and many 
others—necessary to this effective employment. As new forces are allocated o1 
earmarked for General Eisenhower’s command, these plans are extended to cover 
their operation. By means of these plans the activities and possible operation- 
of assigned forces are coordinated. 

A further group of plans might be termed the defense plans proper. Upon them 
the various estimates of requirements for forces are based. Within the past 
year, we have prepared and refined a coordinated series of plans of this character 
The subordinate commands have played a major role in the development of thes 
plans, and it was only after thorough and detailed study of tasks, capabilities of 
potential enemies, terrain, and many other factors that the lists of requirement= 
currently in effect were prepared and reported to our higher authority I should 
add that these requirements are subject to continuing review and revision as the 
conditions change on which they were based. A particular source of such change 
is introduced when new weapons become available in operational quantities. 
The development of these requirements has been of the greatest value in show 
ing in concrete and specific terms what must be done if security objectives are to 
be assured. 

The application of the European reserve system for Army units to our problem 
illustrates this planning process. The recommendation as finally made by SHAPE 
stems from the basic strategy upon which Europe can be most effectively and 
economically defended. The concept is that relatively small combat-ready land 
forces would be established to meet a possible initial attack. These forces would 
then be reinforced in a period from a few days to a month by trained reserve 
forces. Immediately ready to answer an attack there would be a strong air force 
the vital, powerful, and mobile element in modern war—-strongly supplemented 
by naval forces. 

For land forces, it is not necessary that in case of hostilities the entire strength 
ultimately to be mobilized be in existence ready to enter combat on the first day. 
Instead, what is immediately required is a ‘‘converture”’ force, that is, a covering 
force composed of ground units in place and at a full standard of operational 
effectiveness. Additional units should be available in successive stages, some 
during the first week, some during the second, and others by 30 days or more 
after hostilities occur. While the latter units must have a cadre in existence in 
peacetime at reduced strength—and this cadre in the case of early units must be 
a large fraction of total uliimate manpower strength—the remaining strength can 
consist of trained reservists assigned to the unit and regularly trained with the 
unit who can join it rapidly upon mobilization. These are important feasures of 
the reserve system in operation in Europe, It is economical inasmuch as these 
units can be maintained at a level below full strength in peacetime, but it can be 
sufficiently effective providing the mobilization procedures are carefully worked 
out and necessary equipment is available. 

A third feature of SHAPE’s activities is concerned with the build-up of forces 
which has already been achieved. Toward the fulfillment of the requirements 
for defensive forces referred to above, the NATO nations are undertaking to ex- 
pand their armies, navies, and air forces and are allocating the additional forces 
thus produced to General Eisenhower’s command. During the past vear, the 
NATO countries have made major progress in this respect, progress which car 
be measured in terms of the forces that are now allocated to General Eisenhower's 
command. The emergency plan is based on these forces. In addition to the 
sizable increase in the numbers of such units, a large increase in the effectiveness 
of these units has also been achieved. Maneuvers were held in the autumn of 
last vear which tested many ground and air units under field conditions. A series 
of exercises and maneuvers have likewise been held for air and naval forces, Unit 
training has been advanced, and equipment and personne! levels raised. 

In addition, there have been results no less important achieved in the expansion 
of the reserve manpower of these countries organized and assigned to definite 
units, made up of men who have completed their conscription-training periods. 
Substantial itnprovements have been made in logistics and support arrangements. 
The reorientation of the United States line of communications may be cited as 
anexample. Units have been faced in the proper direction for defense; their lines 
of support are being oriented toward the rear instead of across the front or even 
in advance of deployed forces; and progress in development of new airfields is 
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making possible an improved location of our air elements. Needless to say, there 
are still great improvements to be made both in effectiveness and in total numbers 
as well as in arrangements for sustained combat and logistical support. But it is 
fair to say that we are well on our way. 

Effectiveness is a very difficult characteristic to measure, and it is easy to fall 
into the practice of measuring only tangible and impersonal things. Major ad- 
vances have been made in these fields, though equally great gains remain to be 
worked out. In appraising effectiveness, however, General Eisenhower gives great 
weight to the factor of morale and individual competence. Heré the splendid 
performance of the soldiers of our NATO allies in Korea, as well as the excellent 
records being made by these students receiving training in United States military 
schools provide a heartening assurance. 

An example of the kind of advances that have already been accomplished by 
the Western European nations of NATO may be useful. Belgium, to take but 
one country—small in area, highly industrialized, of about 8 million people—has 
extended its national service substantially to insure raising the trained forces they 
had pledged. Their divisions | vear ago were manned and trained, but they were 
critically short in modern effective war material. Today there are two additional 
Belgian divisions, with considerable improvement in equipment and effectiveness. 

Other NATO nations and all navies and air forces can likewise point to advances 
over their situation a year ago. Some of these advances cannot be so readily 
identified or measured, but they are important parts of the over-all balanced 
progress in our military capability. 

A fourth major activity at SHAPE has to do with the further build-up of 
forces. For the carrying out of the further steps and stages of the security buila- 
up, a great deal of work has been completed in the past few months. This eul- 
minated in the decisions of the North Atlantic Council on the Temporary Council 
Committee recommendations at Lisbon and the pledges taken by the countries 
there. SHAPE was in position to assist and contribute to the development of 
this plan of action. Essentially it calls for the building up of forces assigned to 
SHAPE and other NATO areas according to a threefold definite schedule: (a) 
Firm goals for 1952; (b) provisional goals for 1953; and (c) goals for planning 
purposes for later periods. In terms of ground forces, these recommendations 
call for a total of some 50 divisions in prescribed States of combat readiness to be 
available by the close of this year—some 9 months away. A force of approxi- 
mately 4,000 aircraft in units was also approved as a definite undertaking for the 
current vear. Substantial naval strength is also to be developed and maintained. 
These goals are high, but they are attainable, as the TCC “feasibility test”’ 
showed 

As in the past year, we propose to continue to advise and assist, through 
inspections, exercises, and visits of senior officers, in the complex process of bring- 
ing these units to a high standard of effectiveness. For example, there is being 
planned for the current year a series of maneuvers in which a ‘‘mobilization 
maneuver” will play a very major part. We expect in the mobilization maneuver 
to verify by actual test the extent to which our uni.s do or do not meet their 
assigned combat-readiness dates In all, some 45 exercises and meneuvers will 
be conducted under the direction of SHAPE and major subordinate interallied 
headquarters during 1952. Some bave already been held. The most recent of 
these tests, Grand Slam, in the Mediterannean, gave us a chance to see the 
strengths and weaknesses of allied international command. It demonstrated that 
the efforts to establish common procedures for allied forces have already paid 
large dividends. In addition to the SHAPE program of maneuvers, there will be 
other exercises of an interallied nature under the direction of the various nations. 
This important training activity may be contrasted with that of 1951 when about 
10 interallied exercises were held, mainly under national direction with the forces 
of other nations participating on an invitation basis. 

During April an indoor exercise will be conducted at SHAPE for the purpose of 
enabling senior staff officers to study staff procedures in order to resolve certain 
problems which might be encountered in the defense of Western Europe.  Par- 
ticularly in the field of harmonizing various national doctrines and techniques 
these exercises have had outstanding success. We are secing strong evidence of 
growing military unity without which the operation of our defense forces in an 
emergeney would fall back to piecemeal effort and ineffectiveness. 

At SHAPE we now have a valid estimate of requirements before us as well as 
a definite schedule for the further build-up of forces toward meeting those re- 
quirements. This schedule of forces is in specific terms as to the number and 
types of land, air, and naval forces with their assigned states of combat readiness 
and is based upon commitments and agreements made by the countries concerned. 
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On this firmly scheduled build-up of forces, the decision of the Congress on 
fiscal vear 1953 aid has a vital bearing. In part, this aid will make passible the 
continuation and extension of the build-up which is already under way in the 
NATO countries, including the new members, Greece and Turkey. In addition, 
this aid will make it possible to go forward with the initiation of the build-up of 
German forces at such time as a German program may be finally approved and 
placed in effect. 

A further fiela of SHAPE activity relates directly to this « ion. Over the 
past few months preparatory work has been done to place in effect a system of 
priorities which will assure that available equipment is channeled to those units 
which can employ it with greatest advantageous effect, in terms of increased 
defensive capabilities. SHAPE has undertaken to prepare such priority lists of 
units. Already, the first of such lists is serving the authorities of the Ur 
States military departments concerned with allocation of equipment 

Synchronized with this flow of equipment are the steps being taken by the 
countries themselves to form the units, train them, and provide a considerable 
portion of the military equipment and supplies required. In effect now is a 


procedure aimed at assuring that the deliveries of military equipment from the 
United States for the purpose of bringing units to a full state of combat effec- 
tiveness will be made only to such units as have reached combat effectiveness 
except for this equipment. 

A good deal of interest has been expressed in General Eisenhower’s approach 
to the question of the build-up of forces. In the planning which was carried 
out prior to the establishment of SHAPE, an expansion extending over a definite 
time period was contemplated, with each year covering a fraction of the total 
requirements but not necessarily producing balanced or combat effective forces 
At the early stages of planning the expansion proposed was not fully tested for 
feasibilitv. In facet, such a test did not oecur until the examination made by 
the Temporary Council Committee during the past winter. While retaining a 
long-term goal, and making it more realistic as a result of the findings of the 
Temporary Council Committee, General Eisenhower’s concept calls for a com- 
position of forces and effort in the intervening stage which will give us a maximum 
of combat capability at any particular time. The recommendations of SHAPI 
are therefore for expansion by balanced stages. We have thus added the require- 
ment for combat effective forces at an early date to the planned full term expar 
sion which had previously been in effeet. The priority system already mentioned 
has been worked out in such a way as to create these balanced combat-effective 
forces at a maximum practicable rate and at the earliest possible time. 

The military end-item programs of 1952 and earlier are providing United 
States type equipment sufficient to carry the build-up to a substantial strength 
The present program when delivered will earry the build-up a stage further 
toward the time when it will be possible to level off. Thus, it should be under 
stood that the equipment program being proposed is directly keved to the 
build-up of a list of definite types and numbers of military units, at definite 
times, required for the security objective. 

Week after week I talk with the Ministers ef Defense and the Chiefs of Staff of 
the various nations, and I know that the deliveries of equipment have not only 
a vital material effect but are also of the greatest moral encouragement to their 
armed forces. The fact is that the defense programs of the European nations 
would not have been possible on anything like the present schedule and in many 
cases not at all without the military aid of the United States. 

The program for offshore procurement by which a substantial part of these 
end-items are to be obtained in Europe should have two very valuable results 
In addition to the favorable economic effect which I understand it will have 
through making possible increased essential imports, it can also develop, at ar 
early date, a source of production in Europe which, in emergeney, would give 
dispersion to our supply lines and thus avoid danger by single attack As Genera! 
Eisenhower has said: “I can think of nothing more detrimental to the free world 
in emergency than to be completely dependent on a single nation or its mat 
factured items.” 

For the countries to fulfill their part in the build-up of the particular forces 
which have been recommended, they must undertake and carry out increased 
military expenditure programs generally as worked out during the studies of tt 
Temporary Council Committee, and must maintain their industries and produc- 
tion at a level of activity adequate to make these programs possible. General 
Kisenhower, while urging strongly that the build-up of defensive strength should 
be at the maximum practicable rate, has given continuing attention to the neces- 
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sity that economies should not be overtaxed. It is our understanding that the 
defense support which is recommended in the Mutual Security Program for fiscal 
year 1953 has been worked out on the basis of making possible the levels of 
budgetary effort and supporting economic activities that the scheduled build-up 
of forces requires. In this sense, the provision of defense support in the form 
of machine tools, component parts, and raw materials to the European productive 
systems is of direct importance to the schedule of military expenditures and to 
the build-up of forces being carried out. We understand that where European 
economic capacity exists to utilize this defense support effectively, aid in this 
form results in ‘nultiplied ultimate contribution to our defensive strength. 

It is not tlhe business of General Eisenhower or SHAPE to delve into the 
economies of the NATO nations, but General Eisenhower constantly stresses the 
necessity of gaining an understanding cf these economies because of their tremen- 
dous importance to the military effort. Few will disagree with him, I think, in 
his view that the economic and military aspects of defense, given the expensive 
and complicated mechanical implements of medern warfare, defy separation. 
Truly, a sound industrial and productive system is a prerequisite to the long-term 
sustained defensive power we are striving to create. 

I should like to summarize by pointing out that we have already made substan- 
tial advance toward the security objective in terms of effective units in existence 
or quickly mobilizable. By the end cf the current year, according to NATO 
country commitments, there should be in existence roughly 50 NATO divisions, 
about one-half at full strength in peacetime, the others at reduced strength in 
peacetime but with trained reserves assigned, and capable of taking the field in 
combat before the end of the first month of hostilities. There should be roughly 
4,000 aircraft in units and substantial naval forces of a variety of types. The 
training, equipping, and combat preparation cf these units should be such that 
they would be able to give an effective account of themselves in case of hostilities. 
But these gains, important as they are, are not enough. Beyond these strengths 
a further substantial expansion is scheduled in the next year and following years. 

On a somewhat breader canvas, there are additional reasons for encouracement 
in the decisions taken at Lisbon. The endorsement cf the principles of the 
Furopean defense community means a strengthening cf the military unity of 
Western Europe and the addition of a very important member of the European 
defense force, Western Germany. We have less chance cf any economical long- 
term attainment of security and stability in Europe if Germany is not counted 
on the side cf the free nations. Through the European defense force, Western 
Germany can be added to the military strength of NATO. Geographically, the 
addition of her strength would be of considerable strategic importance, for it 
gives to our projected defense valuable additional depth. By its own approval 
of the European defense force concept the German Federal Republic has indicated 
a desire on its part to ally itself with the Atlantic community. The European 
defense force would allow Western Europe to add another partner and would 
provide opportunities for greater cooperation in the fields cf military efficiency. 

At the NATO Council table in Lisbon were representatives from Greece and 
Turkey for the first time. With General Eisenhower I recently visited and 
inspected the forces of these stalwart peoples. You will be gratified to know 
that their enthusiasm for our common cause and for America was demostrated 
time and time again in the streets of their villages and cities. Greece and Turkey 
bring additional strength, courage, and spirit to our military position. Their 
forces fortify our southern flank. Citizens of the United States, 5,000 miles 
away, have aided Greece for four years to equip her military establishment. 
The result is that the North Atlantic community has gained a new and important 
member. Turkey, too, was helped in building her strength against Soviet pres- 
sures by United States military and economic aid and she stands as an equal 
partner now with the western democracies in NATO. 

From actual experience it is evident that collective security is a working, 
accepted principle among the NATO nations which is being applied through 
common objectives, cooperation, and constant effort. We see the results daily 
in our work at SHAPE and in our contacts with the Western European nations. 
Increased defensive forces and capabilities, together with expanding confidence 
bear testimony to this development. 

General Eisenhower holds the view that the required strength we seek is the 
product of three basic factors. The first is the spirit that is displayed—it includes 
patriotism, self-confidence, intellectual capacities, integrity and forthrightness, 
courage and stamina. The second is economic strength, comprising materials, 
productive capacity, the scientific genius, and the vigor of the people; even 
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geographic location is important. The third factor is a reasonable amount of 
organized military strength. If there is collapse in any one of these three factors, 
the composite strength—the product of the three—must fail. But where each 
is being advanced—as is true in the case of our NATO partners—the result 
becomes our effective foundation for defense. 

Europe can remain in firm opposition to threats of aggression only if it is 
moving ahead on a program of creating the added military strength needed. 
This program is now in progress and is bringing valuable results with each succes- 
sive month. Any alternative which would jeopardize the security of Western 
europe holds great perils for the United States. When we compare, from this 
point of view, the value of United States end-item equipment being received by 
the forees assigned to General Eisenhower’s command with the improved security 
position it produces for the United States as well as the other NATO nations, 
we feel that full value is being received from this undertaking. 

We at SHAPE look forward to a coming vear of further substantial gains. 
Serious problems will be eneountered, and difficult military tasks must be per- 
formed. We must speed up the development of our air power, and we are putting 
great stress upon this effort. We must streamline and strengthe n the mobilization 
system for land reserves, which is at the very heart of our concept of defensive 
strength. We must take steps to assist in meeting the heavy impacts upon the 
French build-up of forces caused by the war in Indochina. We must facilitate 
and make fully effective the participation of German forces in western defense 
when arrangements are concluded. And we must assure that our gains in defensive 
military strength in being are not accompanied, and vitiated, by deterioration in 
its economic foundation. These are heavy, but manageable tasks. They are 
inherent in the building up of forces for defense, in which we are now well ad- 
vanced. Accomplishment of our tasks should bring us closer to the goal of im- 
proved security in the Atlantic area, 

Though the burdens are heavy, they are not of our own making but arise from 
the Soviet threat. We can draw real satisfaction from the knowledge that the 
sacrifices being made are being reflected in tangible gains which are dav by day 
contributing to peace, freedom, and security for ourselves and our childret 


The CHarrMan. All right. 

General GruentHeR. | had planned to give you a progress report 
of the SHAPE organization, indicating what progress we have made, 
and how our strategic planning ties into the program yo have under 
discussion. With your permission, | would like to follow that general 
outline. 

The CuarrMan. Very well. 

General Gruentuer. I would be very delighted to have interrup- 
tions at any time. 

The CuarrmMan. Don't be disappointed; vou will have them. 


NATO STRUCTURE 


General GruentHER. I am going to start off, sir, with a discussion 
here of the North Atlantic Treaty Gritaiaeticn, and this is a chart 
that is fairly familiar to you already. 

The only thing I want to explain in connection with this is that 
under the North Atlantic Council there are three major commands, 
and this is Eisenhower’s command [indicating SHAPE} 

You have heard that at Lisbon there has been a reorganization of 
the North Atlantic Council top structure. We were not involved in 
that, but I just want to me you know what they did at Lisbon. Prior 
to this meeting we had a series of committees working under the 
Council of Deputies on suc ‘h things as the economic side, the financial 
side, and the production side. These activities have now been given 
to an international staff under a Secretary General. Lord Ismay of 
the United Kingdom has been appointed to this office and he will 
take over this position on the 4th of April. 
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Lord Ismay’s office will be moved to Paris a little later, and the 
civilian part of NATO will then be in Paris. A large amount of the 
committee structure will be removed, and instead of having committees 
where each committee represented 14 nations, you will have inter- 
national staff officers on very much the same idea as we have in 
SHAPE, and there will be an effort to study the problem from an 
international point of view. 

Senator Tospey. On that chart, General, the words ‘Mil. Rep. 
Com.,”’ is that ‘Military Republican Committee’’? 

General GRUENTHER. It could be. Actually it is “Military Repre- 
sentatives Committee.’ We stay out of politics in NATO. 

Moving now to General Eisenhower’s particular side here, General 
Kisenhower has his set-up organized into three general areas, the 
northern area under Admiral Brind, which is shown in this section 
here; the central area, in this red rectangle, consisting of General 
Juin, the land commander, and Admiral Jaujard, Flag Officer in Central 
Europe, General Norstad, the air commander with headquarters at 
Fontainebleau, in the southern sector with headquarters at Naples. 
Many of you have seen this same chart before. [I just invite your 
attention to the fact that since you have last seen it, Greece and 
Turkey have been admitted to NATO, and those two countries are 
now under Admiral Carney’s command. 

So much for the structure of the set-up. 


INTERNATIONAL MAKEUP OF SHAPE 


Now, in General Eisenhower’s headquarters at SHAPE there are 
now 314 allied officers from 10 nations. There are no officers yet 
from Greece and Turkey because they just haven't arrived as yet; 
there are no officers from Iceland because there are no armed forces in 
Iceland; and none from Portugal because they are in another com- 
mand. SHAPE is an integrated Allied headquarters. General 
Eisenhower hs; impressed on the officers—and I think that the lesson 
has been well learned—that they are not to put forward national 
points of view. They are working for the common cause, and in that 
objective We have achieved tremendous success. 

We will take a section like the Plans and Operations. That is 
headed by General Bodet, a French General, who has had combat 
experience in Indochina. He has under him officers of 10 nations 
and they work together just like a staff in any military headquarters, 
without regard to the nationality involved. In this staff of 314 
officers, there are 148 Americans, 69 British, 48 French, 19 Italians, 
8 Belgians, 10 from the Netherlands, 5 Canadians, 3 Norwegians, 
3 Danes, and 1 from Luxemburg. 

Just to show you the type of talent that the nations have sent us 
there is a maneuver going on in the United States now called Long 
Horn, where new developments and new methods are being tried out. 
In deciding what officer should go, the recommendation was made that 
the Luxemburg officer should attend that maneuver, since he is one 
of the most highly qualified in the headquarters— a captain, and from 
the smallest nation in the whole combine. 

That recommendation was made by an American officer, Major 
General Leavey, and I said, “The captain is too junior; he won't 
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get it,’’ but he insisted that he would. The captain is now in Texas 
viewing these maneuvers. 

The CHarrMAN. That is at Fort Hood, is it not? 

General GRUENTHER. Yes, sir. I do not know the details on it 
I think it is being spread over several areas, but centered around 
Fort Hood. 

| give that only to outline the spirit that is animating the or- 
ganization which was activated nearly a vear ago on 2 April 1951. 
The experience we have had in getting this spirit of cooperation has 
prompted the civilian side to get the same kind of an international 
staff, 


SHAPE MISSIONS 


Now, General Eisenhower has impressed on our staff that there 
are two missions; mission No. 1, and the outstanding one, is to build 
up the forces so that it will deter aggression and thus preserve peace 

The second mission is to make certain that in the event war takes 
place, we have in being plans for utilizing our forces under the best 
conditions possible, and to prepare estimates as to what military 
requirements will be necessary in order to meet the threat. 

That brings up the intelligence estimate of the threat. What are 
the Soviet forces now that we would fight in case of war? 


INTELLIGENCE ON SOVIET STRENGTH 


You have had various intelligence presentations, and I am only 
going to touch on the ones that involve us directly. Generally 
speaking, the Soviet armed forces in 1947 dropped to a strength of 
about 4,000,000 men, and their armed forces have stayed at about 
that strength since that time. They are divided approximately into 
2', million in the army, about half a million in the navy, half a million 
in the air foree, and half a million in the MVD. 

Coming first to the army, they now have some 175 divisions—and 
those divisions remain about the same number that they have had 
for the past few years. There has been no change in the number of 
Soviet divisions. So vou have now a total of 65 armored or mech- 
anized divisions. 

Senator HicKENLOopER. When you refer to cavalry divisions, do 
you mean horse cavalry? 

General Gruentuer. Yes, actual horse cavalry, with reconnais- 
sance in it, but basically a cavalry division. The trend is to change 
such divisions to something that has more power and more fighting 
capacity. 

Senator LopGe. Is that about 6's to 7 million men? 

General Gruentuer. No, sir. They get these 175 divisions out 
of 2', million men. The question, that concerns everybody is how 
they get that many divisions out’of that number of men 

Now, the way they do it, first of all the division is a smaller division 
than our division, having roughly about 12,000 men. In addition, 
they have what they call supporting units. The Red Army lives 
on the country to start out with, and they draw on civilian agen- 
cies for a great deal of support. But of course they live on an ex- 
tremely austere standard. We estimate, however, that these divi- 
sions are well-trained, well-equipped. The Soviets have a mobili- 
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zation system that will enable them to expand this number of divi- 
sions, not nearly as well-equipped and as well-trained, but they can 
expand this number of divisions. 

Senator HicKENLOoPER. I was going to ask you, what about the 
total firepower of their 12,000-man division as compared to the total 
firepower of our 18,000-man division? 

General GrventHerR. On the air side, the number is still roughly 
20,000 operational aircraft, of which something like 4,000 are jets at 
this time. You have heard a great deal about the excellence of the 
MIG 15, and those stories are all correct. The MIG 15 is a very fine 
jet plane. In that type of aircraft they are in an excellent con- 
dition now. 

When it comes to other types, the so-called close support types and 
the long-range types, the west still has a definite edge. Thus the 
F-84 type of fighter bomber plane is still a better plane for that job 
than anything ‘the Soviets have. The long-range type of plane, the 
B-50, the B-47, the B-36, is much better than anything the Soviets 
have. Their mainstay is still the type of plane copied from our B-29, 
known as the Tupelov 4, but that plane is obsolescent. We are using 
the B-29 in Korea, but from the standpoint of speed and ability to 
break away, it is a plane on its way out. 

What we say, though, is that the 20,000 the vy have give a terrific 
capability. And represents a threat, a very definite, growing threat. 
The question of being able to meet it ‘is one that gives us great worry. 


COMPARISON OF SOVIET AND ALLIED AIR POWER 


Senator Lopcr. Are we building up our tactical aviation? 

General GruentuErR. We are building up the tactical aviation in 
Europe, Senator; the general American doctrine is taking account of 
that, and there is a very definite importance attached to that in the 
American doctrine. 

Senator Lopce. They have air superiority over us in tactical 
aviation now, have they not? 

General Gruentuer. I think they do, and our problem is, trying 
to meet that. 

Senator LopGce. We have to have a superiority over them, do we 
not, in order to make up for our inferiority in ground troops? 

General GRuENTHER. I think we are going to have to. The ques- 
tion is going to be, as the Soviet moves on, the fact that his plane has 
relatively short legs. His problem gets tougher as he advances, and 
[ am going to show how we conceive our method of meeting that a 
little later, but you are quite correct in raising the point. It is a 
problem that bothers us and bothers us very considerably. 

Senator Lopcre. At what time can we expect to have air superiority, 
at the present rate of building? 

General Gruentuer. Air superiority in a battle depends on the 
assets that can be brought in. On this map I will show you what the 
problem is. In this chart we try to put our forces in the position of 
the Soviets. We ask ourselves, if we were on the Soviet General 
Staff, how we would utilize the forces that were available to us to 
attack the West? That is what this chart amounts to. 

A fellow standing on the defensive in this is going to have an advan- 
tage if he has the facilities, if he has the airplanes, if he has the fields, 
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and above all the fields. That is the reason why you hear the word of 
infrastructure so much, a word which means general support such as 
depots, signal communications, headquarters and airfields. It is an 
extremely important problem. 

Senator McMaunon. Like the French General Staff thought they 
were going through Belgium and they came through the Alhed end 

General Gruentuer. And, of course, we did get a Maginot philos- 
ophy during that period, and the world paid the price for it, and what 
General Eisenhower is trying to do is to keep on his toes on that sort 
of thing. 

The Soviets have been concentrating their attention the last couple 
of years, and particularly the last year, in building up the efficiency 
and in increasing the number of the satellite divisions. 

They are also” building up satellite air power, but that is a tougher 
job; the building of air power is a complic: ated process, as we are 
finding out ourselves, and which I shall talk about a little later. 

Senator Smitu of New Jersey. What does ‘““SCS”’ stand for? 


SCREENING AND REVIEW OF GOALS 


General Gruentuer. ‘SCS’? meaning “Screening and Costing 
Staff... That was the part of the Harriman group which did that. 

The North Atlantic Council made the decision at Lisbon that each 
year a review of this same type the Harriman committee worked on 
would be made, in order to establish what the goal should be for the 
next year. There won't be another Harriman committee, but one of 
the jobs of this staff that I told you about which is under Lord Ismay. 


will be working on such a review. 

Senator McMaunon. General, who were our military designees on 
the Harriman committee to arrive at this 1952 estimate? 

General Grugentuer. General McNarney was our principal rep- 
resentative and as a matter of fact, was the Chairman of the Screening 
and Costing Staff which made the estimate. 

Senator McMaunon. Does he work out of the Pentagon? 

General GruentHER. Yes, sir. He worked under the Secretary of 
Defense. 

Senator McMaunon. What liaison is there between MeNarney in 
the Pentagon and your headquarters relative to these requirements? 

General GrRuENTHER. There was very close liaison. These people 
worked in Paris. They were out at our headquarters daily, and we 
had offices from our staff in there. 


MILITARY NEEDS AND ECONOMIC CAPARILITIES OF EUROPE 


Senator McMaunon. Is it fair to say, General, that the figures 
arrived at, at Lisbon, have the endorsement of your headquarters? 

General Grvuentuer. Well, ves, sir. 

May I say this, Senator, by way of explanation? From the view- 
point of our headquarters, this is the problem. It needs a solution 
and that solution is needed now in order to get the Western World in a 
certain state of readiness. 

(Discussion was continued off the record.) 

General GruENTHER. So, Senator, when you say, “Did the Decem- 
ber 1952 goals at Lisbon have our endorsement?” they had our en- 
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dorsement to this extent. We said, ‘Well, properly constituted people 
have estimated what the economic structure will stand,’’ and we 
believe as a principle that any defense measure that we take must be 
within the limits of a sound economy, and we would not advocate any 
measure that would destroy the economy. When duly appointed 
experts say, “This is as much as the economy can stand,”’ then it has 
our endorsement. 

Senator Green. Who is that someone else? 

General GRUvENTHER. Sir, we think that the relating of the desirable 
to the feasible goals is a question for properly constituted civilian 
experts who are estim: wing what the economy can stand. Cur cor- 
cept—General Eisenhower's concept—in connection with this whole 
thing is that if we, in pressing military requirements, tear down or 
endanger the economy, then we have not served our masters well 

Senator HickENLoopER. What economy do you speak of, General? 

General Gruentuer. | am speaking of the economy of the NATO 
countries. 

Now, of course, we consider that the economy of the United States 
has a particularly important part in the whole NATO development. 
We are talking again as international officers. I am talking about the 
view of the SHAPE staff. We have an asset that is an important 
military asset. 

When we, therefore, say ‘It looks as though the military requirc- 
ment would be of this order of magnitude,” and qualified experts say 
“Yes, thank you very much” 

Senator Giuterre. And if anvone of the group fails to deliver, or the 
economy is impaired to the point that they cannot deliver, then they 
cannot reach that goal alan some other member raises his contril u- 
tion? 

General GruentHer. That is right, absolutely right. And that 
is the big problem here; they use such faney words now as “‘shortfall”’ 
or “slippage,”’ don’t vou see, all of which just mean that because of 
something, somebody is beginning to wonder whether he can live up 
to it or not. That is the problem that is involved. 

Senator GREEN. General, in answer to my previous question I got 
rather a vague reply. I asked whom you meant by ‘someone else.”’ 
That means that the military authorities have said what the ‘vy would 
like to have, and leave it to the civilian authorities to decide how much 
they can afford to give. 

General GrvueNTHER. Yes, sir. 

Senator GREEN. Is that _. 

General GRuENTHER. Yes, si 

Senator Green. When you say ‘someone else’? do you mean the 
Congress of the United States? 

General Gruentuer. What I meant, sir, is that it is the NATO 
Council that makes that decision, and of course the importance of the 
Umted States in that comes down to a very close point. 

Senator GREEN. But it comes down to the question of how much 
the Congress of the United States would authorize tn view of what the 
NATO Council desires. 

General GRUENTHER. Oh, ves. 

Senator GREEN. Based on the military necessities. 

General GRUENTHER. Yes, sir; absolutely. 

Senator GREEN. Is that right? 

General GRUENTHER. Yes, sir. 
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Senator GREEN. Well, it is a weighing of the two, is it not? They 
might say ‘“‘We can’t afford this unless it is necessary, and how urgent 
do the military authorities find it to be to raise these specific require- 
ments?” 

General GRUENTHER. It is certainly a weighing of the two. We 
consider that it is much more than a military problem, because this 
threat exists right now. It is a capability that the Soviet High Com- 
mand can put into ope ration tomorrow morning if they wish. Now, 
are they going to do it? Nobody knows that, but the impact that the 
threat has on Western Europeans psychologically, and the question 
of the evele of confdence building up more confidence and more 
potential are matters on which the military cannot give the last word. 

Senator, the people who are working with this, who think of this 
plan and who keep studying the Soviet all the time—I am talking 
about the officers who are devoting their lives to it—say that it is 
urgent that it be done tomorrow and not the day after tomorrow. 
That is what they say constantly. 

Now, is it so urgent, though, that it means that a country should go 
to an absolute wartime economy? That is a matter which our 
planners can’t answer. 

Senator GREEN. Yes, but the military authorities can say, and, it 
seems to me, should say, ‘If you expect us to defend this against the 
Soviet attack tomorrow, we must have this, and if vou can’t give it to 
us, then we can’t guarantee any defense.”’ 

General Gruentruer. Well, the military come pretty close to 
saving that. But, of course, the military, Senator, have to consider 
this, too, for you as a part of the American Government come in and 
sav, “Well now, do vou have to have that tomorrow, or can’t that be 
spread, for example, over several increments?” 

And the military Say, “Well, we don’t like it that way, but if that 
is vour best judgment’ 

Senator Green. I think the military part of the Government should 
take a different slant. They should say “The responsibilities will 
on us, but if vou expect us to be ready to defend this tomorrow, we 
must have this amount of money, or must have these other 
provisions. " 

Now, it seems to me they have avoided saving that, and I want to 
know whether they are willing to say that. 

General GrurentTHeER. | would sav this, of course. We do not 
represent the American military as such at SHAPE. We are giving 
this to vou as we see it from our viewpoint. We are giving you what 
we think is the best way to furnish this defense. Personally, I would 
say that all things considered, including the problems that the Soviets 
are having, some time-phased build-up should be the type of objective 
of the military. 


RESPONSIBILITY OF THE MILITARY TO STATE THEIR REQUIREMENTS 


Senator GREEN. They don’t have to take the re sponser so far 
as I am concerned. We would like to hear from you this: Can you 
sav, ‘Unless we have this amount we cannot be prepared e resist a 
force that attacks tomorrow or next vear so much, or next year so 
much’’? 
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General GruentHER. Well, of course, the amount is the same all 
the time. If these fellows put this in now [pointing to chart}, it takes 
that much on the 24th day of March 1952, and on the 24th day of 
March 1953, it might take more, if for example, these Soviet or satel- 
lite divisions should become more efficient. 

Senator GREEN. But you must also give us an estimate of the 
military threat. The civilians are not able to estimate that properly. 

General GruentHER. That is right. 

The military come through and say, ‘‘Gentlemen, here is the threat. 
This is the enemy’s capabilitv. Now, as to his intentions, we can’t 
tell you, “‘The Soviet mind is too elusive and too dangerous a matter 
to read.”” We do say to you that we don’t think war is imminent, 
and we certainly don’t think war is inevitable. We think that as we 
build up strength, we will make war absolutely impossible for the 
Soviets, because the pain, the travail, and the losses that they will 
go through will make an aggressive attack absolutely out of the 
question. 

Now, there are no signs that indicate that war is imminent. If 
you are looking around for trouble, you can find plenty of trouble in 
the Soviet and satellite increases. “But on the question of getting 
the military to estimate the threat, they will do that, but they can't 
estimate the Soviet’s intentions. 

Now, here is what we try.to do in the military game. We try to 
build up forces which will require a certain line of action by the 
enemy. If we are able to carry through, for example, just the first 
segment of this, the 1952 segment, what effect does that have on the 
Soviet? 

Well, as of about a year from now, if we have been successful in 
these goals, it is going to present the Soviet with quite a problem. 
He no longer can launch a successful surprise attack with the troops 
that he has here. He will have to build up his troops, and that gives 
us a chance t» take a reading on it and start mobilizing on our side 
of the fence, that is if our intelligence is good enough. He will no 
longer have that overwhelming capability he has now. It does not 
cause him too many sleepless nights now wondering whether he can 
overcome this force. We expect it to cause him many sleepless nights 
a year from now, whether he can overcome that force. 

That does not settle your problem, I recognize, and it is always 
going to be a difficult te I can’t give a simple answer to it. 

Senator GREEN. But we have to come to a conclusion, and is the 
military willing to advise the Congress that unless they have these 
minimum requirements they cannot foresee a successful resistance to 
an enemy attack. 

General GruentHer. | think the military can state that. That 
still would not solve the Congress’ problem, though, because the 
question that the Congress would then ask, and your next one, is 
“Well, all right. I recognize that, but what are the chances, what is 
the percentage, what are the odds that that attack is going to come 
next year, or do we have more time?’ 

Senator GREEN. Don’t answer that, but answer my first question. 

General GruENTHER. I| will answer the first question, ‘‘ Yes’’; that 
it is necessary. 

Senator Loper. Mr. Chairman. 

General GruENTHER. I don’t know that I have satisfied vou. 





MUTUAL SECURITY ACT OF 1952 215 


Senator GreEN. It does. I want you to say it is necessary if you 
are going to resist an attack that comes tomorrow. 

Senator McMauon. General, have you read this bill? 

General GrvuENTHER. No, sir, I haven't. 


ADEQUACY OF MILITARY ASSISTANCE REQUEST FOR EUROPE 


Senator McMaunon. Are you familiar with the amounts that are 
provided for dispersal in the NATO countries? 

General GrvuENTHER. We are familiar with the amounts, and we 
will come to that in a little bit. 

Senator McManon. General, I am interested to know whether 
vou are aware of the amount of money that has been suggested to 
implement what you believe is necessary to be done in your command. 

General GRUENTHER. Yes; we know that. 

Senator McManon. You know the amount of money? 

General GRUENTHER. We know the amount of money. 

Senator McManown. Is it the right amount of money? 

General GruENTHER. We are not in a position to say that. We are 
in a position, tosay that the amount of end-items and accompanying 
support that must be accomplished is correct. Whether a tank costs 
$288,000 or $140,000, we are not in a position to know. We just do 
not have the staff to go into that, because we have in our head- 
quarters a total of six officers working primarily on this sort of thing, 
and they are working on this. They are working on what our program 
should be considering these strategic requirements, and how the 
equipment should be allocated, that is whether country A should have 
a higher priority than country B, should we get two divisions started 
there now and one division started here? 

Senator McMaunon. But you see, General, my problem is this, as 
one of those who believes in this program and who is faced with a 
responsibility in making my devision. The help that I want from you, 
if I can get it, and if you are in a position to give it, is a comment upon 
the relationship between the job that you see that has to be done 
and the amount of money that is provided in this bill and that we are 
requested to appropriate. 

Now, is the amount that is requested to be appropriated to do the 
job that vou think has to be done extravagant, is it about right, can it 
be cut a bit in dollars, or where are we? 

General GrueNTHER. Senator, I do not feel that I am qualified 
to answer the money figure. I come into it in this extent, that the 
things that are wanted and that are provided for in this bill are 
necessary and a reduction of those number of things would be dis- 
advantageous and seriously disadvantageous to our mission. 

Senator McManon. General, in other words you have submitted 
what is necessary, in your opinion. It has been priced by other 
people. 

General Gruentuer. And we have confidence in those people. 

Senator McManon. General McNarney has been in charge of 
pricing the military portion of the program. You have confidence in 
MecNarney. If he tells us, as he has told you, that the pricing has 
been right for the end items which you say are necessary to do this 
job, then you endorse that figure, is that right? ? 
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General GruentTHER. That is correct. The only question coming 
in is Whether MeNarney is the man who did that pricing. That is a 
question that I am not sure about. But General X or somebody did. 

Senator McManon. Whoever the Pentagon has designated to 
work that job with SHAPE, vou have confidence in their pricing 
ability? 

General GruentHer. That is right. 

Senator \'e\lanon. Of the items which were fixed, which you 
believe are essential to the proper performance of the SHAPE opera- 
tion? 

Senator GeorGe. To whom do you make your recommendations, 
General? 

General GRUENTHER. To the United States Department of Defense. 

Senator GrorGe. Directly? 

General GRUENTHER. Yes, sir. What we do ts this 

Senator GeorGce. But what you estimate is the end items you need. 

General GruENTHER. That is right. We never deal in money, and 
the reason we don’t, Senator George, is because of the very small staff 
that we have. 

Senator GgorGe. | understand that exactly. That is what 1 want 
to get at. They do all the figuring here. 

General GRUENTHER. Yes, and what this comes into is that since 
we are the customer, and I might say a very hungry customer, that 
has the problem, we state it in terms of ‘‘We need this,’ ‘We need 
that,”’ ‘We need the other thing,”’ because it is part of this program. 


IMPORTANCE OF ‘‘DEFENSE SUPPORT” 


Senator McMaunon. General, do you have any relationship, then, 
to the so-called defense support items that they have put to us for the 
economic aid items? 

General GRUENTHER. We do not have it directly, Senator, but this 
is What I would say about that. I have prepared a chart here which | 
am going to come back to a little bit later, but I will just show you 
this so you will understand more easily one of the things I was talking 
about. 

We think that this thing [chart], point No. 5 here (maintenance of 
sound economy), is probably the most important single problem that 
we have facing us. We are not economists and we are not In a position 
to talk authoritatively about economic problems, but since we are in 
these countries we have seen the strain that this program—I am 
talking about the Lisbon Conference program and the others that are 
going on—-is having on these economies, and we therefore say that the 
preservation of the economy of these countries is one of the very first 
priorities. Now, whether the picture of the economies has been 
calculated correctly, we don’t know. 

We know less about that than we do about the other, because after 
all, we do know that a tank costs X thousand dollars, but a method of 
bolstering up an economy we don’t know. But we do know this about 
it. You take this situation, and this is one weere we get into it very 
much. These countries are now gettng a considerable degre e of equip- 
ment from the United States. The question is eeming up, ‘ How is 
the maintenance going to be provided for that equipment, the spare 
parts, the replacements?” There is a maintenance problem of tre- 
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mendous proportion, which the countries are unable to undertake now 
because the economies will not support it. 

It includes the provision of things like machine tools, raw materials, 
and other items, so that they will be able to take care of their own 
maintenance, because a tank is a very expensive thing to keep up 
and aircraft are even worse. If that burtlen is going to be here, we 
foresee great trouble in this matter taking place. 

First ‘of all, we want it over here, because it is more logical that it 
should be here. 

Senator Smirx of New Jersey. When you say “here” you mean 
abroad? j 

General GRUENTHER. Yes, sir. I am talking about Europe. In 
fact, our whole philosophy is, as much of this thing to be done ove 
there as it is possible to do it, so we support the so-called defense 
support in principle. We feel that it is impossible to separate the 
economic side from the military side. 

Senator GREEN. But so far as you are concerned in the military, 
you believe that the ieee that you have made, the recommenda- 
tions you have made, are consistent with the maintenance of a sound 
economy in the countries of the NATO group? 

General GRUENTHER. So far as we know; ves, sir. 

The CHarrMan. Senator Lodge? 


LAG IN DELIVERIES TO NATO COUNTRIES 


Senator LopGcr. Of course you don’t comment at all on whether 
the past appropriations or authorizations has been translated into 
weapons in this country as rapidly or as effectively as possible; do you? 

General GRUENTHER. No, sir. I don’t feel that I have enough 
evidence on that to comment on that. 

Senator Lopce. And vou do not comment, either, on whether you 
have been getting supplies over there, and matériel and weapons, to 
the full extent that they were promised to you. 

General GRUENTHER. No. I make a comment on this, though 
When General Eisenhower was back here in November he spoke 
about this problem of the importance of getting equipment over to 
these countries, and he said, that from the standpoint of buying 
United States security it was much more important in his opinion to 
be able to equip those divisions, and especially those divisions that 
were reaching combat-ready stage, than it was to be supporting, taking 

division that was going to be at Camp X in the United States. 

And as we get the allocations, we see that the allocations that are 
being made to our troops are increasing tremendously. 

Not enough time has elapsed vet to testify as to the delivery part 
of it. There isalagin there. But the predictions of deliveries are on 
a much expedited schedule. 

Senator LopGr. It is quicker than it was, but you are not getting 
what you were promised, are you? 

You don’t have to answer that if vou don’t want to, but I have been 
led to believe that you were not getting what you were promised, and 
the subcommittee of the Armed Services Committee which looked into 
that matter, found unanimously, Senators of both parties agreeing to 
it, that you were not getting what you were promised. 
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General Gruentuer. It isn’t that I do not want to comment. I 
will comment on anything. The only thing is, I don’t feel I am quali- 
fied to get down to a specific point of view on that. What I do know, 
I know that the allocations have improved. 

Senator Loper. The allocations have improved; yes. 

General GruENTHER. And we are a very disagreeable customer. 
We just send messages back all the time, so I don’t want you to think 
that General Olmsted, who is back here, gets any sleep. If he gets 
it, it is an inadvertence on our part, because we are constantly after 
him to, “speed it up, speed it up, speed it up.” 

Senator LopGe. I have no illusions about that; no. 

General Gruentuer. That is right. 

Senator Loper. And that is what you would call developing effec 
tive allies; isn’t it? 

General GrvENTHER. Very much. 

Senator Lopae. Not just allies who are in for a free ride on a gravy 
train. 

General GruentHer. We think it is the essence of the whole 
program. 


IMPORTANCE OF ADEQUATE RESERVE FORCES IN EUROPE 


Now, at this point there is one thing I would like to mention right 
now in connection with that, and that is that in reaching the 1952 
component that we talked about at Lisbon, they came out of Lisbon 
with an agreement which has had a certain amount of discussion, and 
the agreement was that there would be at the end of 1952 50 divisions 
and 4,000 aircraft. We list here that the creation of land reserves is 
one of our major problems. The European system is that there will 
be relatively small nucleus forces, and then a system whereby they 
come into very short notice. 

General Eisenhower’s philosophy in meeting this threat is that if we 
try to meet the Soviets division for division, and plane for plane, we 
are going to lose the battle from the economic viewpoint. He wants 
to have a relatively small active force and a very effective reserve 
force. 

His philosophy is, in this longer term plan, that he will have a 
couverture force here that will be able to hold, and then divisions will 
mobilize here, here, and here [pointing to map], and get up quickly. 

Now, in the Lisbon agreement, it was agreed there would be 25 
active divisions fully equipped, ready divisions to fight, and 25 more 
of them would be of this reserve division type. T hat is a big problem, 
and I don’t want to give you the impression that it solves itself auto- 
matically. We have one man in our headquarters who spends a great 
deal of time on that. That is Field Marshal Montgomery. He is 
on the road all the time, seeing that these countries are able to meet 
this problem, namely, creation of satisfactory land reserves. 

Why is it such a problem? Well, it means that the butcher and the 
baker and the candlestick maker in every one of these countries must 
be able to give up a certain amount of his time each year to train with 
his outfit, or else that a reserve division, when we need it, will have men 
who will report all right, but they won 't know anything about fighting. 
The Soviets have a professional force in Europe, a force that is in 
being, and if you put amateurs against them they just are going to be 
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crucified. So you have the job of making professionals out of peace- 
time people, and that is a tough job, and I don’t want to minimize the 
importance of it. 

[ think the countries understand. The problem is different than 
they have ever had before. Take France. When France had Ger- 
many against her, Germany had reserves, but they weren’t full-time 
reserves either, you see. They did their daily duties, so you had 
amateurs fighting amateurs, or reserves fighting amateurs. 

But in this situation, the Soviets have 175 divisions all ready in 
being, and they don’t need any more training when D-day comes. 
So we can’t spend 2 or 3 months to train these fellows after an emer- 
vency develops. 

Senator HickENLOoprER. Mr. Chairman. 

The CHarRMAN. Senator Wiley is the ranking man, and he wants 
to ask some questions. 

Senator Witey. Go ahead. 


RESULT OF AN INCREASE IN SOVIET STRENGTH 


Senator HicKENLOOPER. Suppose next year the Russians pull in 
from some place else 50 more divisions, out of Siberia or internal 
Russia or some place else. That would alter the question of power 
and the number of troops and so on which we would need for defense 
against that, would it not? 

General GRUENTHER. It would to a certain extent. However, there 
is a limiting factor in the supply lines that he will have availabie to 
bring in his equipment and supplies to support a force, so let us say 
just for the sake of argument that he doubled, his number of divisions. 
That would not necessarily double our requirements to meet it, 
because there would still be a problem of employ ment for him, 

Senator HickENLoorER. Of course, if Russia makes up its mind it 
wants to move, it is going to put enough force in there. 

General GRUENTHER. Yes. 

Senator HickENLoopER. To convince Russia, at least, that it can 
overwhelm any force that is against it. 

General GRUENTHER. That ts right. 

Senator HickKENLOoPER. Whether they can do it or not, that is 
another thing; so that you have the problem that Russia may not 
remain static at 175 to 200 divisions facing the West and the South- 
west, but that they may increase while we are increasing. 

General Gruentuer. That is right. The one that I have been 
bothered abou iy self is this: We have made tremendous progress, 
and the Russians are worried now, and the best evidence of it is the 
Soviet note on Germany. If you want to look for the success of 
NATO, you can get the best testimonials from the Soviets on it. 
And what I have been wondering about myself is this. 

The CHatrMaNn. Right there, Senator, | wanted to ask him a ques- 
tion on this very point, Senator Hickenlooper. 

(Discussion was had off the record.) 

General GRUENTHER. What is coming up out of this German prob- 
lem is that the situation will have to be reevaluated, because as we 
build this strength and the shield gets tougher and tougher—the 
Soviets say, ‘Well, the divisions that we have in East Germany now 
ire not enough. We will increase it this fall.”’ 
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If they started building up those divisions, that gets a little bit 
tough. "They have built up the divisions the mselves in strength by 
just bringing men in and not taking others out. That, howeve ‘Tr, 1s 
not too significant. But if they started increasing the number of 
divisions—and they might very well do it—it would call for a re- 
evaluation, because their power to maintain their position here is 
largely one in the overwhelming character of this threat; and if our 
ability to dull that threat continues to improve as it is improving 
all the time, they may feel that they, still not wanting to go to war, 
have to build up more divisions there. That is going to be a tough 
one if it should happen. 


MILITARY MANPOWER IS CHEAPER IN EUROPE 


Senator LopGe. I want to get back again to this question of man- 
power, which after all is the nation’s basic resource. Now, is it not 
true that by spending $6 billion in Western Europe we are getting 
about the same number of men as we would pay more than $50 
billion for in the United States? Is that not true? 

General Gruenruer. I do not know the figures, but certainly the 
ratio is a ratio of that order of magnitude. 

Senator Lopar. So, looking at the price you pay for your man- 
power and leaving out the humane considerations, we are getting as 
many men in Europe for $6 billion as it would cost us $50 to get in 
the United States. 

General GruentHer. You know, we were in Turkey 2 weeks ago 
and we were very favorably impressed with the stamina of the Turks 
and their quality as fighting soldiers. But do you know what those 
fellows get? They get 21 cents a month. That is their pay. 

Senator McMaunon. They have raised them. 

General Gruentuer. The French are getting 8 cents a day, $2.40 
a month; the Dutch are getting 20 cents a day, roughly a little over 
$6 a month. And | make that point, which is in support of what 
Senator Lodge says, but that imposes a terrific burden on the economy 
of the families, because the Turkish soldier who is getting 21 cents a 
month is having his family send him money all the time, and when 
you get down to mere figures indicating that there is a certain per- 
centage of gross national product going into defense expenditures, that 
is never included, the amount the family has to send these people. 

Senator Tonry. They need that extra stamina for their harems, 
don’t they? 

The CuatrMan. Senator Wiley wants to ask a question. 


PROCUREMENT COSTS AND ECONOMY 


Senator Witrey. General, I listened to your answers, particularly 
the interrogatory of Senator McMahon, in relation to the matériel. 
I understood your testimony to be that you have checked over the 
wants and you have come up with the answer as to the matériel and 
the needs in terms of end items and so forth, but that you are not 
ready to testify in relation to the procurement costs. Am I right 
about that? 

General GruENTHER. That is correct, sir. 
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Senator Witey. But you did make the statement that you had the 
opinion that those procurement costs were O. K. 1 wonder what you 
base that conclusion on, because there have been a great many 
exposures in this country that we have been rather careless and neghi- 
gent in relation to some of our procurement, and we have had other 
things turn up that do not smell very good. 

The reason | bring that up is that you talk about the economic 
health of the country, of the particular country. Well, we have 7.9 
billion in this program for Europe, and we have got about a $54 
billion program for America, and we are very much concerned, some 
of us, that we get the correct answers to the over-all amount that we 
should appropriate this year. We also want to try to find out if there 
are any places where a cut may be made with safety and with judg- 
ment, not with emotion or anything of that kind, because I need not 
tell you that we are facing in this cou ntry a terrific attack on the dollar, 
and when you attack that dollar and send it into a ta ilspin, vou are 
heading for a good smash-up some place. We have had the dolla 
hit pretty hard as it was. 

So I am very much interested in finding out why you gave the 
opinion that you did, that you felt that the procurement costs wer 
O. K. 

General GruentHER. In answer to Senator McMahon’s question 
on that, I know nothing about procurement and I am trying to avoid 
giving opinions about procurement costs. The question which | 
thought and the view which I thought I was giving the Senator was 
this: We decide what forces and units we need in the program. This 
is the 1953 Army program to equip certain units, and we pass that on. 

Now, the people who are calculating this, the people in the procure 
ment side in the Pentagon who are doing the cale ulating—I stated 
that if X number of tanks was multiplied by the price of a tank, that 
that calculation was correct. Whether the price of the tank is correct, 
whether there have been wastes involved in making that tank, I have 
no view, and I did not intend to be answering Senator MeMahon’s 
question to carry with it any connotation that I had a view on that. 

Senator McManon. I understood that, General. L understood 
that, that you were not underwriting the pricing system. 

General GruentueEr. I just have no views on it. 

Senator McMauon. What you said was, that if General McNarney 
and his crew were in charge of making those prices, you would have 
confidence in making their report to us, and General Olmsted, who 
I believe has a great deal to do with this program. 

General GruENTHER. Whether there are wastes involved in this or 
not I just don’t know, and I am not able to give any comment on it. 

Senator Witry. You have answered the question, as I think I got 
the impression before, but I wanted to make sure because you come 
to us with the esteem and the affection of every one of us. 

General Gruentuer. Thank you, sir. 


NEED FOR EXPLORING POSSIBLE SAVINGS 


Senator Winery. And we have confidence in you, sir, and we feel 
that when you say that these end-items here represent the judgment 
of the military in Europe as far as requirements go, that is your 
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business. That is your tremendous responsibility, and we are in no 
position, so far as I can see it, to question that result. 

The thing we are interested in, as I am sure you are also, is that, 
especially in view of what you have said, you cannot with any degree 
of certainty say that there is any immediate danger. I might say 
that that was also the judgme nt of the new Ambassador to Russia, 
Mr. Kennan. Our problem is to see if there is any place that legiti- 
mate saving can be made in order that the terrific impact in spending 
does not upset the economy at home. That is our problem. 

General GrurentusErR. I would subscribe to that philosophy a 
thousand percent, because we think, from our standpoint, it is the 
only sound way to approach the problem. I will assure you that 
while we have given certain estimates of items that are required and 
so forth, we have no sensitivity about being challenged on those and 
we shall be very glad to be challenged, because if there is a way of 
doing it cheaper, if there is a way of doing it on less, we want to know 
about it. 

Senator Witny. I think, General, that the statement vou have made 
now is something that I believe it would be wise for the ordinary 
citizen to get hold of. For instance, let me illustrate by telling you 
that just several months ago I saw an article in a magazine where a 
Danish soldier was being trained with one of these new bazookas, 
wherever it was. It said that heretofore the Danes had felt there was 
no chance at all, but with one of these new weapons that made man 
the equivalent of a tank there was. Then the statement went on 
and said that Stalin missed the boat 5 vears ago when he had 30,000 
tanks and we had no defense against them. 

Whether that is boloney I don’t know, but I think we have got the 
answer in part. It is tremendously significant how a small Army, 
such as you contemplate in there, will be adequate to meet the impact 
of a great big mass of human beings coming over. 

General GruentuErR. That is absolutely the objective. 

Senator McM AHON, I was very much impressed when General 
Eisenhower was back a vear ago with a statement that he made on a 
couple of occasions, when he suggested that he agreed entirely with 
Napoleon, that morale was as to matériel as 3 was to 1. 


RELATIONSHIP OF DEFENSE SUPPORT TO MILITARY STRENGTH IN 
EUROPE 


Is there a relationship between the defense support and the economic 
aid that is suggested in this bill, and our fighting military strength in 
these countries? 

General Grurntuer. I think there is a very definite relationship 
to it. The defense burden, that is coming to these people now is 
getting to be a real burden. 

(Discussion was continued off the record.) 

General GruentrHER. But by and large the amount that the 
Europeans collect in taxes out of their income compares very favor- 
ably with any country. 

Senator McManon. So in principle you support in this bill the 
economic aid item and the ie fense = item? 

General Gruentuer. Unreservedly; yes, sir. 
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Senator McMauon. Now, you are not in a position to certify as to 
the amount, because you, meaning the headquarters, are not figuring 
the amount that was necessary of defense support and economic aid 
to support the military effort. But it is true, General, that at the 
NATO conference in Lisbon the military requirements were cut down. 
Is that not true? 

General GRUENTHER. Yes, sir. 

Senator McManon. Now, thev were cut down because they 
decided that there was not enough economic strength to support a 
greater effort. Is that not correct? 

General GruentHER. That is right. 

Senator McManon. Therefore, does it not follow that the amounts 
that are suggested for defense support and the economic aid, at least 
in the estimate of those who have been responsible for making that 
estimate, are more likely to be on the low side than the high side, 
inasmuch as they cut the military requirements? 

General GrurentHer. Yes. I simply would say, in speculating, 
that that is true, but coming to something of which I have knowledge, 
and that is this, that while the forces were cut that they agreed to 
at Lisbon, the burdens that have now resulted as a result of those 
new figures are very severe burdens for these countries. 

Take something I showed you on one of our charts. One of our 
problems was the reserve problem, a very tough problem. Life is 
tougher all the time for them. We are saying to the British, ‘‘You 
are not mining enough coal.”’ In fact, the world is saying that to 
them. Still we say, “In order to have these reserves that you can 
move over here quickly to meet this threat you have got to call up 
these reserves for 30 days each year,” pulling more people out of the 
coal mines in order to get in their military training. 

And by that we are cutting down the economic side. Already the 
nations, in studying the results at Lisbon, are feeling that strain and 
feeling that strain very heavily, so the question of economic assist- 
ance, so-called defense support, in principle is certainly a matter that 
we endorse. 

Senator McManon. You see, General, there is a philosophy which 
I don’t subscribe to but some people do, and we do have differences 
of opinion. Some get up on the floor of the House and Senate and 

. oe I am for every dollar of military money that there is in 
this bill, but I am not for economic aid and I am not for defense 
support.’ 

Now, in my judgment you might as well cut the other thing out 
and come home. Do vou subscribe to that? 

General Grurentuer. Well, I subscribe to this, that they are 
inseparable. 

Senator McManon. That they are inseparable? 

General GrueNTHER. Yes, sir. 

Senator McManon. And that if the military aid is going to be 
effective you have to have a viable economy underneath it in order 
to fight? - . 

General GruentHEerR. Completely. 

Senator McManon. And these figures that have been given to us 
in this bill, while you do not and cannot certify that they are necessary 
to maintain a viable economy, at least you are convinced that study 
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has been given to this problem in relation to the necessary military 
strength? 

General GRUENTHER. Yes, sir. 

Senator McManon. Thank you, General. 

Senator Tosprny. Mr. Chairman. 

The CHarrMAN. Senator Smith has been waiting for some time. 

Senator Topsy. He said something I think I ought to correct. 

In this country, as a point of contradistinction, the wrong people 
are collecting the taxes. Don’t get tricked with that overseas. 


IS AMOUNT ADEQUATE TO MEET THE GOALS 


Senator Suirx of New Jersey. We had the report out of Lisbon that 
in round numbers 50 divisions were contemplated in greater or lesser 
degree with full equipment. Does the bill that we have before us 
have the necessary money to take care of those 50 divisions? In 
other words, is that the figure we are shooting for? Is that simply 
for the calendar year 1952, and/or are you looking forward in our fiscal 
1953, which this covers, to more divisions? 

Senator Smitru of New Jersey. What he meant was that each year it 
would have to be reappraised to determine what commitment each 
country would make as of that year. 

General GrupNTHER. That is exactly right. 

Senator Smiru of New Jersey. And this 50-division figure we get 
this year has been agreed to and the countries have agreed to take it, 
and the problem now is equipping those divisions? 

General GRuENTHER. That is absolutely correct. 


NO RECENT INCREASE IN SOVIET DIVISIONS 


Senator Gitterre. I want to ask just a couple of questions on that 
chart on the build-up of Soviet strength and its significance 

As I see from that chart, there was no change in the m umber of 
divisions, the Soviet divisions? 

General GRuUENTHER. That is right. 

Senator Gituerre. That has been static, the number of divisions? 

General GRUENTHER. That is correct but the manpower in these 
divisions has increased. 

Senator GILLETTE. I was trying to draw some conclusions, as I know 
you people have drawn, from their activities, to estimate as nearly as 
you can their intention. Is there anything to indicate, so long as 
there has been no increase in the number of divisions, so long as there 
has been no increase in the number of divisions, so long as there has 
been no change in location of the divisions during this past year, an 
imminent threat 

The CHarrRMAN. Just a minute, please, members of the committee. 
General Gruenther indicated awhile ago that so far as his written 
statement was concerned, we could give it out to the press, so it is my 
thought that we will give that to them now and let them get their 
stories, and I will not make any comment on it, because we are not 
through here vet. Is that agreeable to the committee? Is that 
agreeable to you, General? 

General GRUENTHER. Yes; anything you wish. 

The CuarrMan. There is nothing in here. 
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Senator Witey. Why don’t we recess now and come back at 2 
o'clock. 

The CuarrMan. That is what I thought we would do. 

If it is agreeable to the committee, we will recess until 2 o’clock. 

(Whereupon, at 12:55 p. m., a recess was taken, to reconvene at 
2 p. m. of the same day.) 


AFTER RECESS 


The hearing reconvened at 2 p. m., Senator Tom Connally, chairman 
of the committee, presiding. 

The Cuarrman. All right, General. You had not quite finished 
the statement that you were making. 

General GruENTHER. Well, Senator, I would like to cover a few 
more points which I believe the committee will be interested in. 

The Cuarrman. Very well. 


IMPORTANCE OF AIR POWER IN EUROPE 


General GruentHer. The first point is on the development of air 
power. Most of the conversation here this morning has been on the 
subject of Army divisions, and I want to emphasize that General 
Kisenhower feels that the air-power problem is really the primary one. 
Air power is the dominant factor in any modern war, and, actually 
we have made less progress in solving the air than in solving the ground 
problem. 

There is a general standard that you use in the ground problem. 
Everybody knows what a division is, but when you get into the air 
side, it is harder to find a usable yardstick. For the man on the street, 
it is difficult to evaluate air progress. 

It takes a long time to create an effective air force. The factors 
which make it difficult are the pilot training, the production of the 
aircfaft itself, and the construction of the necessary airfields. The 
airfield problem has been a difficult one for us. Unfortunately, jet 
aircraft take extremely long runways and we require land for taking 
airfields in a part of the world where the people can ill afford to give 
ip the land. Some of the farms where we plan to construct fields 
have been in the same family for 200 years. In addition, they are in 
rich and important agricultural areas, and they cost a great deal of 
money. So you can see that the problem of getting these airfields 
established has been very, very difficult. 

They agreed at Lisbon on the cost sharing for NATO airfields, and 
the countries are now ready to start the acquisition of land. We keep 
impressing on the countries that the construction season in Europe 
s very short and the countries can’t afford to spend 3, 4, or 5 months 
n the acquisition of land. 

The air program which the nations agreed to meet in the next 8 
nonths, namely 4,000 aircraft, is a very substantial program. 

Discussion was continued off the record.) 


IMPACT OF INDOCHINESE WAR ON SHAPE PROBLEMS 


General GruentHer. The solution of Indochina has an extremely 
mportant bearing on our problem in Europe, largely on account. of 
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the commitments the French have there. The French have in Indo- 
china now roughly 190,000 troops, of which about 140,000 are French 
and colonial troops. The rest of them are Vietnamese. 

The important thing is, though, that thev have in Indochina some 
40,000 experienced noncoms and officers, who are needed to cadre 
and would train the additional French divisions that we need. 

Because of its geographical location and human and material 
resources here, France, and the progress that France makes is really 
the key to this whole problem. A commitment of 140,000, of which 
40,000 are the key people, puts a heavy load on France. Junior 
officers and seasoned noncommissioned officers are essential in building 
an army. The service in Indochina is such now that the regular 
junior officers and noncoms practically spend much of their time there. 

Here is what I hope to see as a solution in Indochina. The 
French are training the Vietnamese now, and there are actually 
some 50,000 of them are already trained, and as I said before are coming 
along pretty well. If the Vietnamese develop a consciousness of 
their own and gain confidence in their military training and ability 
then they might be able to take over. But if they do that, this is 
really what 1 would call the long-term objective. All I am pointing 
out is, that is a tough one to put across. 

(Discussion was continued off the record. ) 


LEADERSHIP OF GENERAL DE LATTRE 


General Gruentuer. General DeLattre did a great deal for that 
situation. He was an inspiring leader. First of all, he made the 
French people feel that theirs was not a lost cause, and he also did a 
ereat deal to inspire the Vietnamese. 

You know, DeLattre in his last days—well, in his last vears—be- 
came a great student of Napoleon. He was a student of Napoleon 
all the time, but as he got to be more and more a commander he 
emulated some of Napoleon’s mannerisms, trying to make a soldier 
feel that he was a field marshal and what not 

He had one little trick. He would come around to a soldier and 
pull the soldier’s ear. When he got out to Indochina he started going 
around and doing some of these little Napoleonic things, and one day 
he came up with a group and he was inspecting this group and he 
came to a pink-faced corporal 20 vears old and he came up and pulled 
his ear and said, “‘Corporal, where have | seen vou before?” 

And the corporal said, *‘Let me think, sir. Oh, I have it, sir. It 
was at Waterloo.”’ 

There is no recorded history of what happened to the corporal, but 
it was Indicative of what DeLattre had been doing to stir up the 
morale of the French there. 


ADVANTAGES OF INCREASING ASIATIC PARTICIPATION IN ASIATIC 


STRUGGLES 


Senator Smiru of New Jersey. Just one more question: Have you 
explored, or been ealled upon to explore. the question of whether we 
are making a mistake to have Europeans fighting against these 
Asiatics? I raise that question because both in Korea and on For 
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mosa, Syngman Rhee and Chiang Kai-shek both said we ought to give 
more attention to training the local Asiatics to fight Asiaties, and not 
put the Europeans in, because you started immediately with resistance 
to the Europeans fighting. I think that is what Senator Green had in 
mind when he talked about getting the French out of there. 

General GrurentHeER. | agree to that completely, and that actually 
is the French policy in Indochina, to have Vietnamese carry as large 
a burden of the fighting as possible. ‘The thing is, how to get them 
so they will be able to fight effectively. It is a pretty tough thing, and 
that gets into the propaganda side, the idealistic side of the Com- 
munist business. It is rather remarkable, you know, that Ho Chi 
Minh ean keep his forces together as well as he does. He does not 
have a single large citv under his control, and the difficulties that he 
faces are staggering. He has no port; his supplies and equipment have 
to come in over some complicated transportation system. His ability 
to keep his forces going, is very, very good. 

Senator Smitn of New Jersey. How is it that the Soviets have been 
so successful in making these Asiaties fight their battles? You take 
the Korean situation. ‘The Soviets trained those North Koreans so 
they fought hke crusaders. We struggled with our South Koreans, 
and | am told now it takes a long time to train them to fight for their 
own country. ‘The other crowd seems to get it. Have we missed the 
boat on that? 

But vou haven’t been there, so I shall not press the point. 

General GrvENTHER. | am sorry | cannot give vou the answers. 

The CHairmMan. Have you ever been out there, General? 

General Gruenrurr. No, sir. I was in Japan just before Korea 
took place, but I have | not been to Korea since then. 

The CHatrMan. I meant in Indochina. Have you ever been there? 

General GruENTHER. No, sir, | have not; and I don’t want it to 
appear that 1 think 1 am an authority on Indochina. The only thing 
[ am an authority on is the nature of the problem. I plead great 
ignorance and humility in trving to find a solution for it 


MOTIVATION OF REVOLUTIONARIES 


Senator HicKENLOorEeR. Don’t vou get back, General, into won- 
dering what stimulates these revolutionaries? Like Hannibal, they 
have nothing and they are stimulated by the promise that they will 


vet what those they are fighting do have. They hope their lot will 
be much better and they have no way to go but up, SO they keep on 
fighting, hoping that bevond the Alps lies Italy. That has been the 


general stimulus of revolutionary movements from time immemorial. 
It is the loot and it is the seizure of what they are told their opponents 
have in comfort. They ge take that away from them once they 
conquer the country, so they keep on fighting. The fellow that is 
defending, he knows what ud has and he knows he won’t have it any 
better, and mavbe he is a little discouraged. He doesn’t have any 
loot to look forward to; he doesn’t have any increased affluence to 
look forward to even if he defeats the revolutionaries. 

General GruenturrR. Yes; I am sure that must bave a good deal 
to do with it. 
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I talked to my son a good deal about this. My son had a company 
over in Korea. Of course he claims the Communists were not that 
good. 


NATURE OF THE PROBLEM IN INDOCHINA 


The CHAtRMAN. General, we claim, of course, that the fighting in 
Indochina is not related to colonialism, but way back yonder isn’t 
that the seed, isn’t that the big thing? 

General GruENTHER. It is, Senator Connally. I would say that 
when it started it was a colonial enterprise. But it is no longer a 
colonial enterprise. 

The French have had over 30,000 killed in Indochina. I don’t 
know how many total casualties they have had. I don’t know what 
the number of deaths has been in Korea, but I don’t think we have 
had anything like 30,000 deaths. We have suffered a lot of casualties, 
but I believe that our dead number between 18,000 and 20,000 as 
compared to the 30,000 lives the French have lost in Indochina. 

Among my personal friends that I know, | have five officers whom 
I know very well, have had sons killed in Indochina. 

Senator HickENLoopER. General, I notice that Indochina is one 
of your five major problems in SHAPE. Why isn’t Korea one of the 
major problems in SHAPE? 

General GruentHER. Well, I think it probably could have been 
put as one, and I think it is quite properly so. [ put the Indochina 
problem in here on account of its very intimate connection with the 
French problem in Europe. Certainly the Korean problem is a matter 
that is of great concern to us. 


EFFECT OF A VICTORY IN KOREA AND INDOCHINA ON EUROPE 


Sneator HickenLoorper. Wouldn’t it very materially affect the 
thinking on Western Europe, military and otherwise, if Communist 
aggression in Korea, for instance, and Indochina and some other places 
over there could be definitely destroyed? 

General GruEeNtHER. Very definitely. 

Senator HickENLoopPER. In other words, if complete success could 
be had against the Communist aggressors there, the European situation 
would take on at least a different complexion in your thinking? 

General Gruentuer. Absolutely. You are right. 

Senator HickEnLoorer. And it would take on a much more healthy 
and ruddy complexion, would it not——— 

General GrueNTHER. That is right. 

Senator HickeNLooprErR. To defeat communism in the Orient? 

General GRUENTHER. In that connection, Senator, when it comes 
to the question of priorities for equipment, which is a subject near 
and dear to our hearts, there is never any argument on our part 
over the fact that Korea has No. 1 priority. 

Senator HickENLOOPER. You need a certain amount of manpower 
for the Western European situation, definitely. 1 understand that. 
And that also entails equipment. 


POSSIBLE UTILIZATION OF MANPOWER IN SPAIN 


While I was in Spain this summer and fall they claimed there—these 
claims may be somewhat extravagant—that they have a potential 
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2,000,000 men in Spain for a manpower army of one kind or another, 
and I think it is generally conceded that the Spanish troops are fighters. 
The Spaniards will fight. 

I don’t want to get you into any embarrassing situation here one way 
or the other, but Iam going to ask youa question and you can answer it 
or not as you please. From your viewpoint, why is not this tremen- 
dous reservoir of potential manpower in Spain brought into this 
picture if it is the defense of Western Kurope that is so vital, and 
which I think is true? I am not minimizing the defense of Western 
Europe. Here we have a great reservoir of people down on a peninsula 
that the Russians can’t get at, and that apparently is not being used 
and no progress is being made toward using it. And yet we spend 
large amounts of money, and probably should—I am not disputing 
that one way or the other—in attempting to equip the Dutch and the 
Belgians, and attempting to equip the Italians, and if the history of 
two wars means anything, whether the Dutch and Belgians are brave 
people or not, they probably would be badly overrun in the first wave 
of any assault, and here we have a reservoir down here in the hinterland 
that is not used. 

(Discussion was had off the record.) 

General GruENTHER. There is probably sufficient capacity in 
Europe for the production of electronics equipment to make a very 
significant contribution to the defense program. But by and large the 
answer to your question is that the equipment that you are thinking 
about, the major military items, comes from the United States of 
America. 

EQUIPMENT OF DIVISIONS RAISED AFTER 1952 

Senator HickrNLoorrr. Now then, the divisions that are i 


‘ tir 
Ith ANLICI- 


pation of being raised next year and the year after: Who will equip 
those divisions? 
General GruENTHER. Generally speaking the United States. How- 


ever, an increasingly rising quantity r of military equi] pment will be 
coming out of indigenous production in Europe. 

You have been asking about equipment for Army divisions. It 
also true that a very significant portion of the aircraft we require is 
coming out of indigenous production. I am sure that Ge neral 
Olmsted will cover this in greater detail. 

Senator HickENLOorER. And when it does come out of indigenous 
production, who pays for the raw materials that go into the aircraft? 

General GruentuEr. The country, of course, presumably 


mat pays tor 
it, but that creates cee on the industry, and unless they get this 
defense support were hav ? quite a hia tus. There is a situation in 
France now with which rs am only parti tally acquainted because it does 
not come within our immediate field of view, where they have a very 
fine fighter plane which they are capable of producing. 

Senator Hicken.Loorer. If they cut out the program we will have 
to furnish the planes. 

General GruentuER. Or they will not be furnished. 

Senator HickeNLoopER. Who furnishes the clotbing and items of 
personal supply? 

General GRUENTHER. So far as I know, the United States furnishes 
none of that. 
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By the way, T have been making some statements which are largely 
in your field, General Olmsted. Have I made any misstatements so 
far? 

General OLMsrEap. No, sir; you have been 100 percent. 

Senator Witey. You work together, you fellows, don’t you? 


POSSIBLE CONTINUOUS UNITED STATES COMMITMENT TO MAKE UP 
F "ROPEAN DEFICTENCIES 


Senator HicKENLOoPER. Now, General, would you say that we are 
definitely committed—that is, by “committed”? I mean m our actions 
and our conduct we have been committed definitely to strong aid— 
to this theory of European defense to the point that if at the end of 
next year these various countries over there, either all together or 
individually would in a measure say, ‘Well, we simply can’t meet the 
goals,’’ it is im our interest and in the interest of defense over there to 
supple ment what they are unable to produce on their present calcula- 
tions? 

General Gruenruer. I think it is in our interest to do that, Senator, 
on the assumption, of course, that the statements that are made from 
that end are realistic statements. If I were a member of the United 
States side, I would certainly, want to do some careful checking, and 
1am sure that Mr. Draper and Mr. Harriman are doing that checking. 

We are hoping that instead of carrying what may have been the 
connotation of your question, that the United States is going to carry 
the burden ad infinitum, that it be made increasingly clear that it is 
a mutual program; that the United States give certain help, but the 
United States is trying to enable these countries more and more able 
to assume their own burdens. This is the reason why I am so strong 
for the defense support philosophy, because if intelligently used, and 
{ am sure the plan is to use it intelligently, you then increase European 
capacity so that Europe will be progressively less and less dependent 
on outside source of assistance. 

Senator HicKENLoopER. Yes; I understand that to be the purpose, 
and it is very understandable. But let us suppose that by the end of 
next vear, or by the middle of next vear, or some time m the latter 
part, instead of having the agreed number of divisions equipped that 
we are supposed to have, we will have put in a lot of equipment and 
a lot of effort but they get up to only 75 percent of what they should 
vet up to. They may have the mi: anpower but they can’t equip them- 
selves as they should. Will our investment in security and defense 
over there at that point be so great that, whether we would like it or 
not, if they just said, ‘‘We can’t do it,” that we would have to go ahead 
and augment our present program and fill in the gaps to those people? 

General Grvuentuer. Well, I don’t know. 

Senator HickenLooper. I may illustrate it by saying that some- 
times a banker or somebody will loan a man money in his business 
and it looks like he needs only $10,000 to put the business on its feet. 
He loans him $10, 000 and the business isn’t quite on its feet and he 
needs another $7,000. He finally loans him the seven and the 
business still an't quite on its feet, and pretty soon he has so much 
investment there that he has to put $30,000 more in it to save the 
business and save his investment. Now, are we going to get our- 
selves in that position, if they come up before the program is com- 
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pleted, with the idea that, ‘We just can’t do it,” and then will 
have to go in and take over the business in order to save our invest- 
ment? 

General GruentuEer. I don’t know the answer to that question, 
Senator. It isso much a matter of governmental policy, and whether 
we are forced to do it or not I don’t know. If the people are carry- 
ing their load, and if they have been doing it conscientiously and 
their attitude toward trying to accomplish this is improving im- 
measurably, then we are making real progress. 


DEGREE OF UNITED STATES RESPONSIBILITIES IN EUROP! 
Senator Hicker NLOOPER, Now, General, this is my last question, 
or observation. I have been concerned about this matter since 1949, 
when this question first came up. And the burden af much of my 
questioning at that time, on this mutual security program and the 


NATO armament program, was to question whether or not in ou 
policy we would not be carried on step by step and year after ye 
until the —— te overburden of responsibility for th ~ thing would 
be on the United States. We would then be utterly and completely 
committed to that policy in Europe by a gradual process of having 
to take over more and more and more. It is my impression that we 
are moving so rapidly into that field of major responsibility assump 
tion over there that we may find ourselves at a point where we can 
not avoid it. 

General Gruenruer. It is possible that yor 


ir theory may be 
justified. I would not presume to answer it. | would just mak: 
one observation in connection with it, though. Ambassado1 Draper 
who has taken on this particular project now, and a great deal of the 


recommendations for that sort of thing would come from him, is a 


very able negotiator. He has come in from business, as you know. 
I would hope that the very type of thing you are looking for, that 
you are fearing there, would be such that you would rely very heavily 
on the advice of a man like him. I have the greatest amount of 
confidence in him. 

But the oe connotation of what you are saying, I just 


would not be able to assure you that that is not going to happen 

Senator HickeNnLoorrer. | have never been against proper and 
adequate combined assistance on these things, but I fear our assump- 
tion of responsibility for defense of this country, in the Pacific and 
in the south and in Europe and every place in the world. We hav: 
managed now by treaty and agreement, all of which | voted for, to 
arrange it so that if war starts in any part of the world we are in it, 
you know, 


THE PRICE OF LEADERSHIP 


General GrurentHER. Yes. It is the price of leadership, in the 
final analysis, and the British held that position for a hundred years, 
from 1815 to 1915. And during that time they were into everything 

Senator Hicken.oorrer. I understand, but I believe the British as 
a rule made a profit on every transaction they went into, and we are 
running deficits in this country and increasing them. There is a little 
difference in the quid pro quo from a financial standpoint. 
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That is the very theory that developed in Europe among a number 
of Kuropeans, that we do have the plush and we can afford to be lush 
with our money, and I tried to disillusion some of them. 

Senator Loper. On that point, will the Senator yield? On the 
question of plush, isn’t it much cheaper for us to do it this way than 
to try to defend the United States without Europe? 

General Grventuer. Oh, yes. 

Senator Lopce. How much cheaper is it? Can you give us any 
figures? 

General Gruenruer. I don’t know the figures, but it would be 
much cheaper. We are going to make a lot of mistakes and they are 
going to cost us, so we had better have a reserve tucked away to be 
able to make good for those mistakes we will make. 


EUROPE’S AND UNITED STATES RESPONSIBILITIES 


Senator Hickentooper. I do not want to create the idea that J 
have been or am against the American aid in this situation. I am 
fearful that the time may come when we will be carrying practically 
the whole load over there in Europe as well as the whole load here. 
I fear that those people over there who have 100 million more people 
than we have, and who have skilled trades in abudnace, and who have 
great technical skills if you can get them operating, and who have 
labor, just won't develop the end products which their capabilities 
should permit them to develop. We are going to have to supplement 
it because they feel we are a rich country, and if they drag their feet 
we will make up the difference. 

General Gruentuer. Just so you will know how General Eisen- 
hower feels on this, I would like to tell you that on Friday we hed in 
22 members, editors, of the provincial French press, a very, very 
intelligent group, an extremely intelligent group and a very coopera- 
tive group. But he made this statement. He said: 

I don’t want to be interfering with French affairs, but I am going to tell you 
now how I think you should run your business, and if you elect to throw it over- 
board, that is your affair. But 
he said— 


[ don’t think as a long-term proposition that you are going to be able to count on 
American assistance here, and it is going to be up to you gentlemen as leaders of 
public opinion to develop this industrial complex, to develop the capacity to 
hatte your own affairs. 

I have a way that I think it should be solved. I think it can only be solved by 
economic union of Europe. If you have a better way, if you can work out ways 
to compete in world markets that is better than that, you try it. I don’t think 
you can. 


But the same type of philosophy that you are talking about there, 
which is essentially a philosophy that they have got to more and 
more get on their own feet, is what he has told numberless groups, the 
last one being Friday noon, 3 days ago. 

Senator HickENLOoPER. That is all. 


MILITARY STRENGTH OF GREECE AND TURKEY 


Senator GeorGe. I was not here, but did you develop thefpotential 
strength of the Turks? 
(Discussion was had off the record.) 
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er General GruentHER. The Turks have a fighting heart. There 

sh isn’t any question about what they will do if a fight comes. There 
isn’t any question but that they are going to fight. Their attitude 

he is fine. 

an Senator GeorGe. Could they add very much more to their military 

strength? 


General GRUENTHER. Yes, they could add very much more, and 


nv they want to. They are very eager to add. 

; Senator Georcr. Are the Greeks pretty well developed as to their 
be potential strength, so far as manpower is concerned, militarily? 
are General Grupnruer. Yes, sir. We were also very favorably 
be impressed with the Greeks. The Greeks have been fighting. They 


have had to fight a war against the Communists, and they have been 
very well trained. As you know, General Van Fleet was the first 


one there, and he ably assisted in bringing the Greeks to a high state 
of combat effectiveness. 

it I Her troops are extremely smart looking. The American component 
am there have an extremely high regard for those troops. The big 
ally problem in Greece, and it is a very big problem, is how that country 
ere. ever maintains a sound economy. That is a very, very difficult 
ople proposition. ' ae 
lave he Turks are having economic difficulties now, but their outlook 
lave is better. The Turks are producing coal; they have resources which, 
ities when exploited, should give a very reasonable chance of having the 
nent Turks self-supporting. I see no such immediate hope for the Greeks 
feet to become self-supporting. 

Senator HickenLoorer. The Turks have just completed a new 
isen- network of highways which gives them accessibility throughout the 
9d in country. 
very : General GRUENTHER. Yes, sir. As a matter of fact, there was an 
pera- American businessman there who told me that Turkey is a good place 

| to invest money. He said, “If they develop some of these resources, 
atte I see the time coming when you will get a mild type of boom, or at 
over- least a good type of expansion.”’ 


But in both of these countries the attitude is very encouraging 
from a military standpoint. Of course they both dislike the Com- 


munists, and they have very little internal problem in this respect. 
unt on 


ce af On austerity for the Turks, well, we saw such a thing as this: 
itv to When we landed in Turkey on General Eisenhower's recent visit, 
the temperature was 28 with an awfully cold wind blowing. In 
ved by talking about how the Turkish soldier lived, I asked an American 
: think officer stationed there: “What kind of heat is in the Turkish barracks?” 
This officer said, ‘What heat?” 
This off said, ‘What heat? 
ie [ said, “Yes. What kind of heat do.they have?” 
ieee He said, ‘Well, they don’t have any heat.” 
a I said, ‘Just a second. Am I to believe that they do not have any 


heat in their barracks?” 

He said, “Do you want to come and look?’, and I said, “No, I 
don’t have time.”? But those American officers assure me there was 
no heat in the barracks. 

They issue their soldiers only one uniform and one pair of trousers. 

tential If it wears out he repairs it. They are not the neatest-looking people 


when you see them, but they work on a very, very stringent, austere 
basis. 
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The CHarrMAN. Are there any other questions? 

Senator Smrrua of New Jersey. I have just one. 

You spoke about certain strength here. In the event that trouble 
came, would you contemplate mobilizing the Greeks immediately, 
and the Turks, and doing some monkey business down there, in other 
words, a flank attack? 

(Discussion was had off the record.) 


LOYALTY OF SOVIET SATELLITE ARMIES 


Senator Green. There is one other question I would like to ask, 
avd that is this: How loyal are these armies which the Soviets are 
developing in the satellite countries, and how can they be confidently 
counted on by the Soviet Government? 

General GruENrHER. | am sure that the Soviet Government is 
asking itself that question, and when they talk to Rokossovsky in 
Warsaw they keep saying to him, ‘‘How much have you got those 
Poles under control? What kind of mission have vou given them? 
How dangerous is the threat that they will turn on us as we come 
through there?” 

That is bothering the Soviets very much, and that is one reason why 
| hope that in our handling of so-called propaganda campaigns, and so 
forth, that we are able to keep alive that doubt, and more than keep 
alive the doubt, actually keep alive the spirit m these people. 

Senator GREEN. The Poles have shown us they are very tenacious 
in their patriotic feelings 

General GRUENTHER. Yes, take Poland as an illustration. The 
employment of Polish divisions is something that the Soviets are 
probably quite uneasy about. For example, they would never put 
them in a vital position or in the vanguard of an attack. If we can 
just keep cashing in on that, we will do well. It is tricky how to do 
it, though. 

Senator Lopcr. Mr. Chairman? 

The Cnatruan. All right, Senator. 


COST OF DEFENDING THE UNITED STATES WITHOUT EUROPE 


Senator LopGer. | would like to come back to that point that I] 
raised about how much more it would cost to defend the United States 
without Europe than with Europe. Have vou any estimate of that? 

General Gruenruer. We do not have figures. It is my under- 
standing that General Olmsted has developed figures on that. I 
think there have been some inquiries. I think even Senator Wiley, 
as I understood, had asked the Defense Department a question on 
that. 

Senator Lopcr. I think it is a pertinent question. I hope the 
information can be supplied here for the record. 

General GRUENTHER. We doo’t actually have 1t ourselves Senator. 

Senator LopGe. | hope it will be supplied, because it is very perti- 
nent to this whole contemplation. 
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EFFECT OF LOSS OF EUROPE ON UNITED STATES STRATEGIC POSITION 


I would like to ask you another question. What would be the effect 
on the strategic position of the United States, and on the survival of 
the United States? 

General GrurentHer. It would be a devastating effect, almost a 
deadly blow which would complicate the problem terrifically if Western 
Europe fell to the Communists. 

Senator LopGs. Can you expand on that a little bit? 

General Grumntupr. The security interests of the United Stat 
in time of peace dictates that the areas from which the raw aauiien 
come be in friendly hands. An adequate supply of critical raw ma- 
terials is an absolutely indispensable factor in’ the economy of the 
United States. When it comes to war, if we have lost this area here 
the disintegration from the standpoint of the strategic position is just 
a question of time, and one that we view with very, very great concer 
I mean, we just don’t accept it as even a possibility, it is of such tr 
mendous importance to us. 


GERMANY AND THE EUROPEAN DEFENSE COMMUNITY 


There is one final thing that I thought you would be interested in 
and that is this question of German participation. It is a matter that 
is very much alive right now. Obviously when we are talking about 
the reserve forces, which we contemplate having to raise in a short 
time in an emergency, if we could bring up a reserve division from the 
German area, it would simplify our problem considerably . The neces 
sity of getting divisions for active service which are indigenous to the 
area Where there they will be employed is obvious to you when you 
consider the geographic position. 

As you know, the French introduced a plan, known sometimes as 
the European Army or the European defense force in order to get a 
German contribution with adequate safeguards against the danger of 
a resurgent Germany. The concept of a European defense force was 
pretty well agreed to at the recent Lisbon council meeting, and it re- 
ceived the NATO blessing. The member states are now working on 
a draft treaty and it is hoped that, within a matter of weeks, this treaty 
will be ready to sign. If all goes well the treaty for a European de- 
fense community, with the European defense force, might then be 
approved by the six nations involved. The six participating nations 
are Belgium, the Netherlands, Luxemburg, France, Italy, and Western 
Germany. : 

The organization of the EDC has been worked out. There will be 
set up an administrative agency that will take charge of recruiting 
and training those forces in the European defense force. When they 
are trained these forces will be turned over to General Eisenhower, on 
the same basis as troops from any other country. He will decide where 
to place them. 

The term ‘division’? was not acceptable because of certain Euro- 
pean sensitivities, so the member countries decided to substitute the 
term “groupment”’ to describe the units of about 12,000 men, cor- 
responding roughly to a division or an air wing. Groupments from 
Nation A, Nation B, and Nation C will be put together in an inter- 
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national corps, such a corps might be commanded by a Belgian, by a 
Dutchman, by a Frenchman or what not. 

Senator Green. Do they have a separate flag? 

General GroentHER. No. Ihave heard no suggestion of a separate 
flag, but they might very easily have that. I don’t know that particu- 
lar detail. The particular division, the groupment, would be fighting 
under national colors. There is no attempt to submerge the national 
point of view. 

Now, the idea of this is so that no one member can turn against 
the other. The agreement on the militaty side has gone against the 
wishes of some groups. On the political side there are still some 
reservations. 

Senator Smirn of New Jersey. What is the basis of the French 
opposition, the fear of a resurgence of Germany? 


RELATIVE STRENGTH OF FRANCE 


Senator HickeNLooprR. General, isn’t there a basic feeling in 
France that in some way they will scrounge around and come out top 
dogs in Europe in this thing, and they are working with that end in 
view all the time—that is, the French resurgence of dominion in 
Europe? 

Now, I have all the respect in the world for a great many gallant 
Frenchmen, and they have a lot of gallant Frenchmen who are brave 
and willing to die. It seems to me, however, that for 100 vears 
France has not been able to defend herself against aggression from the 
east. She was utterly unable to defend herself in the war of 1873; 
she was unable to defend herself in the war of 1914. I know that the 
French fought gallantly, but the end result was that about the time 
the United States finally got into it in 1917 the collapse of that defense 
was just about there. In other words, they probably could not have 
survived another 9 months of German assault. 

Certainly in World War II, regardless of whether there were brave 
Frenchmen or not, and there were many of them, France was utterly 
unable to put up a fight and was overrun even though she had 100 to 

110 divisions on the line up there. 

After being bled twice in a generation, what basic assurance do we 
have that in another conflict the French will stand up and fight? 
When the invasion in France took place in this last war, I recall that 
we had 60-some divisions and all the rest of the divisions numbered 
about 30. We had twice as many troops on the Continent as all the 
rest of them put together. It was basically an American Army there 
that drove through. 

Now, I am concerned about vast commitments by us, and whether 
or not we have any reasonable assurance, based on history, that the 
French will, as an Army now, stand up and fight to a last ditch fight. 
I think it a very grave matter. If we could put 60 or 80 American 
divisions in there, with whatever record of fighting they have had in 
the past, I think we would be justified in feeling that that kind of 
Army would stand and fight or would attack or do whatever tactics 
and strategy called for. But I just look back, beginning with 1873 
and through 1914 to ’18, and while, as I say, I don’t want to discredit 
thousands upon thousands of very brave and gallant Frenchmen, I 
just have to look at the end results, and the whole organization, their 
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spirit, their psychology and everything else. Here we catch them 
certainly with a devastated psychology as a result of World War « 
They have had the worst kick they had since 1873, and probably : 
worse one than then, because I think only Paris was occupied ca 

[ just raise those questions in my mind when I think what we are 
getting into over there, if we are ge tting into another 70 or 80 American 
divisions on the Continent of Europe i in this matter. 

General GRUENTHER. There is no question, Senator, but that they 
did take a bad knock in the last war. 

Senator HickENLoopEeR. And | am very sympathetic. 

General GRUENTHER. That was a great humiliation to them, and 
it should not have happened as drastically as it did, but it did. 

Now, to answer your basic point, though. We definitely have faith 
in them. We definitely believe that they will fight. We believe that 
you have a couple of case histories that you can refer to right now 
‘under current conditions, to-wit Indochina— 

Senator HicKENLOopPER. Indochina is fought with volunteers. 
Doesn’t their law prohibit the sending of conscripts outside of Metro- 
politan France? 

General GruentTHER. That is correct. And it 
Both of them are involved. 

(Discussion was continued off the record.) 


Senator GeorGe. Did not the whole French industrial system go to 
pieces? 


is so in Korea. 


QUALITY OF FRENCH LEADERSHIP 


General GrRUENTHER. Senator George, here is the thing. 

Senator HickeNnLooper. I think the Army was shot full of sub- 
versives in 1940. By the same token, can’t it be shot full of subversives 
with their voting record at this time? 

General GruentHeR. | don’t think that is why they took the 
licking they did. You see, the Maginot line did not extend entirely 
around France. And what happened? The Germans came around 
the Maginot line, and the French were not able to employ their reserve 
divisions. They were just unable to get them up there. 

Now, this is a curious thing. You get into a situation where you 
have no command and things can happen to morale whether it is 
Russian morale or German morale or American morale. The 
cans never got into that position. I don’t think they would have 
done that if they had, but actually they were never in that position. 
But take some of the others who were. We have an illustration, in 
the early days, of the Germans going through in 1941. They picked 
up 2,000,000 Russian prisoners. 

You just say, ‘‘Well, the Russians have no will to fight; they couldn’t 
possibly be any good” when something like that happens. You had a 
terrific number of military people, many of ours, predicting that the 
war would be over in a few months. Still the same Russians came back 
and soundly whipped the Germans in any number of cases. 

That does not give an explanation, and I do not want you to think 
that I have a simple explanation. But I say leadership had a great 
deal to do with it. 

Senator HickenLooper. They beat the brains out of the Germans 


because the Germans did not have the brains to use the people that 
were turned over to them 


Ameri- 











238 MUTUAL SECURITY ACT OF 1952 


General GruENTHER. There is a great deal to that, and I want you 
to know that we are conscious of this question of the will to fight, but 
I also want you to know that we, without question, believe that the 
French will fight and that this question of putting our faith in them 
is a justifiable investment. I don’t ask vou to accept that statement. 
I think you have a right to be cautious. 

Senator HicKENLOoPER. Oh, heavens, I value vour opinion. That 
is why I asked it. You encourage me on that. 


BRITISH ATTITUDE TOWARD PARTICIPATION IN NATO ARMY 


Senator GrorGe. May I ask, are you experiencing any practical 
difficulty with the British concept of preserving the integrity of its own 
troops? 

General - UENTHER. So I would say this, that if you did any 
attempting to break up British divisions and parcel them out, you 
would get a ieee deal of opposition on that. But [ would not sav 
there was any reservation on that, Senator George. 

Senator GrorGce. No practical difficulty, you think? 

But, generally speaking, this question of putting troops under the 
command of the nationality of another has been licked by General 
Kisenhower, and that is not really much of a problem now. 

The main thing, and I think the outstanding accomplishment of 
NATO that has taken place, is this idea of collective security. It is 
no longer in debate, and that represents tremendous progress. I have 
been connected with NATO since its inception and to have thought 
t years ago that we could have gotten as far as we have would have 
been eaned unrealistic. And anybody who thought a year ago that 
we would have made as much progress as we have mi ade now would 
bave been labeled an incurable optimist. 

So we do not have trouble selling the idea of collective security 
The tough problem is in this question of item No. 5 on my chart 

maintenance of a sound economy). There aren’t any problems that 

we have that cannot be solved by a satisfactory solution of problem 
No. 5, all except the Indochina one. Money doesn’t necessarily 
solve the Indochina problem, but we could solve all of the others if we 
could solve the financial side and economic sides. 

Senator Grorcr. Do you think you could get through with the 
Arab world? 

General GRUENTHER. Well, no; I don’t want to say that. I say 
“our problems.’’ I don’t say we know the solution to other problems, 
because we do not. 

That is all I have, Senator. 


REFLECTION OF GENERAL EISENHOWER’S VIEWS 


The CuarrMAN. General, I want to ask you one closing question. 
Would you say, General Gruenther, that the views you have expressed 
here in your testimony before the committee represent the attitude and 
views of General Eisenhower? 

General GRuENTHER. I have said a great many things here that he 
might repudiate. I think he would back me up on the general 
philosophy. Understand, a commander has a great responsibility. 
Having sent me over here, he is on the spot. But I would say, where 
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I started going off on the Indochina business, he might go with me on 
that or he might not, but I think on the matters of substance 

The Cuatrman. I am talking about Europe, now, principally. 

General GruENTHER. I think on matters of substance 

The CuarrmMan. He approved your being here or he would not have 
sent you. 

General GruENTHER. That is right. 

The Cuairman. And you are familiar with his views and he is 
familiar with your views; is that right? 

General GrueNTHER. Yes, sir. 

The Cuarrman. On the bill that is pending before us, would you 
say that he approves the bill? 

General GRUENTHER. Yes, sir; I would say that the views that ] 
have expressed with respect to the bill conform to his views, sir. 

The Cuarrman. And particularly about point 5? That is “Main- 
tenance of sound economy.”’ He thinks that economic aid will help 
them arm themselves? 

General GRUENTHER. Yes, sir. 

The Cuarrman. And that it can be done more cheaply that way 
than within the United States? 

General GruentuER. Well, that particular point has never come 
up, and I don’t want to commit him on that. I am sure that he 
would agree to that very definitely in principle, though. 

The Cuairman. All right. Anything else, anybody? 

We have handed out vour written statement already, so you do 
not need to go over that again, do vou? 

General Gruentuer. No, sir. 

The CHarrMan. That covers what you have told us here orally, 
pretty much? 

General GRUENTHER. Yes, sir. 

The CHatrrMan. It does not cover it all, but it covers the main part 
of it, I should say. 

We thank you very much, General. Will you be here a day or 
two, or are you going right back? 

General Grurenrner. Yes, sir. I am going to appear before the 
House committee 

Senator GrorGe. And I think the Armed Services Committee 

General GRUENTHER. Tomorrow. 

The CuarrMan. We thank you very much. You have given a very 
instructive and comprehensive statement. I feel that your testimony 
is worth more than anybody else’s who will appear in behalf of the 
bill. It is a great timesaver. 

General Gruenruer. I want to thank you, Senator, for the 
courteous way in which the committee has treated me. 

The CHairMan. We are always glad to have a witness who knows 
what he is talking about and tells it plainly and frankly. Sometimes 
they don’t do that. 

Very well, General; we thank you. 

(Discussion of committee plans to hear further witnesses was had 
off the record, following which the hearing was recessed at 4:25 
p. m., to reconvene on the following day, Tuesday, March 25, 1952, 
at 10 a. m.) 

(The following additional information was supplied to the com- 
mittee. ) 
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MUTUAL 


SUPREME HEADQUARTERS, ALLIED Powers EuROPE, 
LIAIson OFFICE, 
Washington, D. C., March 27, 1952. 
Hon. Tom ConnNaALLY, 
Chairman, Committee on Foreign Relations, 
United States Senate. 

Dear Mr. CuarrMan: When General Gruenther appeared before the Senate 
Foreign Relations Committee on March 24, he was asked by Senator Lodge to 
submit, for the record, answers to four questions. 

Attached are the questions and General Gruenther’s replies, which I hope will 
satisfy Senator Lodge’s request. 


Sincerely, 
Witton B. Persons, 


Major General, USA. 


QuEstion 1. General Gruenther, do the plans for the NATO army eall for a 
unified striking force under common command and direction, or do they call for a 
loosely knit association of military forces? 

General GRUENTHER. All the principal military commands of NATO, including 
SHAPE, General Eisenhower’s command in Europe, are unified commands with 
national forces from several of the nations combined into integrated land, sea, 
and air forees. As you know, the NATO nations allocate to these commands 
certain of their forces according to agreements made in the North Atlantie Council 
to meet the requirements established by the military planners. While each nation 
retains considerable administrative and logistical contro! over such forces, the 
operational direction of the NATO armies assigned to SHAPE has been vested 
in General Eisenhower and through him to his subordinate commanders from 
Norway to Italy. SHAPE, the Supreme Headquarters of the Allied Powers, 
Europe, and the five major subordinate headquarters, together with headquarters 
subordinate to them, operate on a fully integrated basis and the members of their 
staff develop their plans and procedures on an international integrated pattern. 
All our defense plans are based on the concept of unified command. 

lo test the plans and the command organization, SHAPE and its subordinate 
commands have conducted a series of air, sea, and ground maneuvers, some of 
which have included forces from eight nations working together. These maneu- 
vers clearly demonstrate that our forces can operate under common command 
and are capable of united action. The further refinement, both of our command 
ructure and procedures and interallied maneuvers which we expect to carry 
out, should strengthen the whole command organization. 

In 1951 about 10 interallied exercises were held mainly under national direction 
with the forces of other nations participating on an invitation basis. During 1952 
some 45 exercises and maneuvers will be conducted under the direction of SHAPE 
and major subordinate interallied headquarters. 

The most recent of these tests, Grand Slam, in the Mediterranean, gave us a 
chance to see the strengths and weaknesses of allied international command. It 
also demonstrated that the efforts to establish common procedures for Allied 
forces have already paid large dividends. 

During April of this vear, an indoor exercise will be conducted at SHAPE for 
the purpose of enabling senior staff officers to study staff procedures so that they 
might resolve certain problems which might be encountered in the defense of 
Western Europe. Particularly in the field of harmonizing various national 
doctrines and techniques these exercises have had outstanding success. We are 
seeing strong evidence of growing military unity without which the operation of 
our defense forces under close unified command would fall back to piecemeal effort 
and ineffectiveness in an emergency. 

Another instrument which, when organized, will help in creating a close knit 
command structure is the European defense force, the military organization of 
the European defense community. When this grouping, agreed to in principl 
at the Lisbon conference, is made a matter of treaty and ratified by the six nations 
involved—Belgium, the Netherlands, Luxemburg, France, Italv, and Western 
Germany—it will be the first time in history that the forces of several sovereig: 
nations will be merged into a single armed force, directed and administered bv a 
supranational body. The European Defense Force also will add Western Ge 
many to NATO strength. When formed, the european Defense Force would bi 
integrated under SHAPE in the same manner as purely national forces from the 
United States, Canada, the United Kingdom, and other nations not a member 
community. General Eisenhower feels that this new 
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functional effort toward military federation of Europe cannot help but make tl 
NATO military command structure even more tightlv knit. 

QUESTION 2. Is it, in your opinion, desirable for the military forces of NATO 
to have standardized equipment and matériel, standardized procedures, and a 
common system of supply? If so, what progress has been made toward that goal 


and what specific measures, in vour judgment, need to be taken to achieve greater 


e 


Nove We in the United States have experienced great difficulty in achi 
standardization of specifications and procedures and the establishment of com- 
mon supply as between the Army, the Air Forces, and the Navy I 
that these difficulties are multiplied manvfold in the NATO n 
cause of national pride, established traditions perhaps centuries old, lar 
difficulties, nomenclature variations, ¢ 


The committee would like to have 


unification on the logistics side of military operations? 


an appraisal of the problems encountered in 





an effort to establish a unified defensive and striking militarv machine, t] Og- 
ress made to date in solving such problems, and the eps t are planned for 
future achievement in this direction. ilarlv, it would be of inte o the 


committee to know whether or not efforts in this direction could be facilitated bv 


wording in the statute we are considering. Could vour hand be strengthened by 
provisions which would place the responsibility for measure ooking toward 
standardization of specifications and procedures and unification of supply on the 


United States Congress rather than upon representatives who have to dea! daily 
with their foreign-government counterparts? 

General GRUENTHER. The standardization of equipment and 
with the development of a common svstem of supplv, is an extremely complex 
problem on a national level. Standardization for an internationa 
prising elements from manv different nations, is even more comple: Although 
certainly desirable as an ultimate goal, complete standardizatior 
tial nor practicable in our operations to date nor in the immediate future. While 
the NATO nations have placed air, ground, and naval units under the oper 
control of NATO military commanders, individual nations are still charged wit! 
the administrative support and direction for their 


matériel, along 


own torees For example, thev 









house, clothe, feed, pay, and equip their own forces, all at varving star 1 An 
item of individual equipment which would be completely unacceptabl \meri- 
can standards, might, for example, be used by one of the European allies We 
have not vet reached the stage where we can begin to work out standardization o1 
common supply systems in all aspects and at all leve n these for 

There are areas, however, in which we are pushing forward to ira pr re 
standardization and I think it is clear that progress is being made. You gentl 
men know that on the military committee level of the North Atlantic Treaty 
Council there is a military-standardization ageney which is untls work to 
develop essential international standardization agreements, both in matériel and 
operational fields. Actually, in our own headquarters at SHAPE we seek to give 
the various forces assigned to our command as much guidance as possible in de 
veloping common logistical procedures, as well as standardized training practices 
We are striving to develop national forces which, when operating in a unified 
international command, will have the require d logistical flexil Vy to be abie to 

ve mutual support 

Another area in which we are making progress is in the developmer f produc- 


m facilities in Europe capable of providing the necessary spare parts for tl 





| ) : 
ge amount of American military equipment which has been furnished o allies 

\ctually, many of the major items of equipment currently in use in Europea 
mies have come from the United States, whicl , in effect S ac ved a certall 


gree Of standardization. 


Chere is no question that much can be done in this field and you may | 


t we will keep at it. To point up just one example of the complexity of thy 
lem, consider the matter of blueprints which the United State nis] 
tropean manufacturers who are producing some items w! ( r¢ 
nder our offshore procurement program. If it is a French? 
leprints must first be translated into French, then tl ea Sand spec! 
ions translated from our system to the metric syste and fi Li IS als 
ecessary to completely rework the blueprints in order to translate them i 
1 pe iliar to the French technicians when one considers that eve t ore 
ple items of military equipment require literally hundreds ( 
to see how useful it would be for all of the NATO nati 1 a comn 


cedure of design standards. 
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[t is my believe that the standardization of military matériel and logistics pro- 
cedures among the NATO nations should be evolved through the NATO machin- 
ery. The whole problem of standardization must be viewed as a long-range 
problem. The work is going forward, and I do not feel that specific legislative 
action on the part of any one individual nation in this regard would make a signi- 
ficant contribution toward a solution of the complex problem of NATO standard- 
ization. 

Question 3. Under lend-lease in World War II the United States retained 
title to military equipment and supplies furnished to its allies. In your judgment 
would it have been desirable if retention of title had been provided in the military 
aid we are furnishing under the Mutual Security Program? If answer to above 
is ‘‘ves,’’ then 

Question 4. Is it feasible at this stage of our aid program to provide for re- 
tention of title, either in whole or in part, to equipment provided out of future 
United States military aid funds? 

General GRUENTHER. This is a question which I am really not qualified to 
answer. As Chief of Staff of SHAPE, my primary interest is to insure that the 
maximum benefits possible in terms of effective military forces are obtained from 
the equipment provided for in the Mutual Security Program. I am sure that 
other witnesses who will appear before this committee will be much better qualified 
than I am to discuss this matter with you. I understand, however, that the ad- 
ministration feels it would not serve the best interests of the United States to 
incorporate in the MSP legislation a provision to retain the title to military goods 
shipped abroad. Previous acts and the legislation you now have before you con- 
tain provisions which the administration feels are adequate to insure that the use 
of the weapons furnished our allies will further the aims and objectives of our 
foreign policy. For my own part, I know that the availability of end items from 
the United States in many cases governs the rate of intake of conscripted per- 
sonnel and the activation of units pledged to NATO. Not being sure of the right 
to retain equipment furnished by the United States might make some countries 
reluctant to make heavy financial commitments to support forees armed with 
American weapons. The basis for mutual trust and confidence and the sharing 
of common ideals and objectives are now developing well in NATO, and are es- 
sential to its success, and I for one would be reluctant to advise any course of 


action on the part of the United States which could be inte rpreted by our partners 
as a lack of faith in them. 
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TUESDAY, MARCH 25, 1952 


Unirep Sratres SENATE. 
COMMITTEE ON ForREIGN RELATIONS. 
a ash ington, DD. ( 
EXECUTIVE SESSION 


The committee met, pursuant to adjournment on Monday, March 
24, in the committee hearing room, United States Capitol, at 10 a. m., 
Senator Walter F. George, acting chairman, presiding. 

Present: Senators George (acting chairman), Green, Gillette, Wiley, 
Smith of New Jersey, Hickenlooper, and Tobey. 

Present of committee staff: Dr. Wilcox, Dr. Kalijarvi, Mr. Marey. 

Also present: William Tomlinson, financial counselor to former 
Ambassador Bruce; Jack K. McFall, Assistant Secretary, Department 
of State; Laurence C. Vass, Officer in Charge, NATO Financial and 
Economic Assistance Affairs, Department of State; Edgar Beigel, 
French Desk, Department of State; General George Olmsted, Director, 
Office of Military Assistance, Department of Defense; Samuel Efron, 
counsel, Office of Military Assistance; C. Tyler Wood, Associate 
Deputy Director, Mutual Security Agency; Harlan Cleveland, 
Assistant Director, Mutual Security Agency; William 5. Batt, United 
States Representative, NATO Defense Production Board. 

Senator Grorce. We are glad to have vou, Mr. Ambassador. You 
are prepared to speak to us on the Mutual Security Act of 1951, and 
particularly for fiscal 1953 as it relates to France. If you have a 
prepared statement, we will be very glad to have you proceed with 
the statement, or off your notes, just as you please. 


STATEMENT OF HON. DAVID K. BRUCE, FORMER AMBASSADOR 
OF THE UNITED STATES TO FRANCE 


Mr. Bruce. Senator, I was advised only last night when I arrived 
in Washington that I was to submit a written statement. I drew one 
up during the night and it has not yet been mimeographed, but it will 
be submitted to the committee later in the day, so if I may suggest it, 
I will go ahead and make an oral presentation, if | might, of an informal 
nature, and the statement will be presented in the course of the 
morning. 

Senator GeorGe. That is quite agreeable. If you have a statement 
prepared, then we can give that to the press. Presumably you would 
have nothing in your statement that you are not willing to make 
public. 
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Mr. Bruce. Nothing whatever, sir. 
(The prepared statement is as follows:) 


STATEMENT BY Hon. Davin K. E. Bruce 


In spite of frequent Cabinet changes since the liberation French foreign policy 
has remained remarkably constant. In fact during the last 7 years there have 
been only two Foreign Ministers, Messrs. Bidault and Schuman. By overwhelm- 
ing majorities—even though the Communists have always voted in opposition— 
the French Parliament has approved all measures for the defense of the Western 
European community. 

To implement this defense, the French Nation is currently making, in proportion 
to national income, the largest contribution of any NATO country except that of 
the United States, and prior to the outbreak of the Korean war the military effort 
of France was larger proportionately than our own. 

Naturally, we have recently been deeply concerned over political developments 
in France. The interplay, the reaction, between politics and economics is closely 
linked. There is an equal apprehension over the large, although reduced, Com- 
munist vote that expressed itself in the last general election. 

Yet, these conditions should not be viewed with an excess of pessimism. It is 
quite evident that France could make a tremendous, and perhaps determining 
commitment to NATO defense if it were not for its involvement in Indochina, 
in that almost unknown war where French Union forces killed have now exceeded 
30,000. This war at times seems a bottomless pit, for into it have been thrown the 
flower of the French professional army; almost 50 percent of the officers and non- 
commissioned officers so essential to the training and leadership of French NATO 
forces are engaged there, to say nothing of 25 percent of her naval contingents 
as well as a most enterprising body of combat airmen. 

As to communism in France, it no longer constitutes the threat that it once did 
to the integrity of the Atlantic community. With its parliamentary representa- 
tion reduced from 180 to 101 Assembly Members, its newspapers circulating at 
less than half the momentum of a few years ago, its followers in the French CGT 
Labor Union constituting only about one-fourth of their strength in 1946, its hold 
on the management of nationalized industries broken, its infiltration of the armed 
forces neutralized, its dominance in certain government departments vitiated, 
its directors unable since 1948 to invoke a crippling strike, its demonstrations 
against Eisenhower and Adenauer public fiascos, its propaganda beginning to be 
effectively countered, its submission to orders from Moscow increasingly arousing 
the patriotie suspicions of French workmen and farmers, its influence has dimin- 
ished to a point where though still dangerous it presents no immediate impediment 
to the realization of policies conceived in the national interest. 

Unhappily, the burden of armament, and the operation of a fierce and costly 
anti-Communist war in Indochina, superimposed upon the necessary demands 
of a economy prostrated by vears of enemy occupation, and only recently con- 
valescent, have accentuated the inflationary forces in France, and rendered its 
balance of payments problem especially in relation to the dollar zone, unmanage- 
able without substantial foreign assistance. 

\lthough an admirable proportion exists between agriculture and industry in 
France, any slight disturbance in it is provocative of unfavorable reactions. Last 
vear there was, due to climatie conditions, a shortage in bread grain-production, 
and, as a consequence, large imports of wheat became mandatory. Although the 
output of coal in 1951 was the largest in French history, as was the performance per 
miner, the dislocation in the movement of that commodity and of coke, due 
primarily to the falling off of traditional imports from Great Britain and Germany, 
forced the French Government to have reeourse to the uneconomie expenditure 

f dollars to import coal from the United States—and even so supplies were not 
ficient to enable the steel industry to operate at more than 85 percent of 


neh industry has staged a noteworthy recovery since 1944, with the details 
of which vou are thoroughly familiar. But the continuance of its pace depends 
ipon its ability to import those raw materials in which it is notably deficient. 
Liven within the broad confines of the French Union, little petroleum, rubber, 
tton, nonferrous metals and many other indispensable ingredients of modern 
ndustrial production have been found. Before the last war, these commodities 
were freely obtained through the use of the substantial foreign assets, in dollars 
and other hard currencies, of the Metropole. 
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These assets no longer exist. They were looted by a skilled and unscrupulous 
invader, and what little remained was devoted to the reconstruction of an ex- 
hausted plant and depleted inventories. 

Under the impulse of Marshall plan grants and loans it seemed for a time that a 
stable recovery was within sight. 

But when the dislocations, inevitably consequent upon N ATO defense prepara- 
tions, were added to the serious drain in Indochina, coupled with a world-wide rise 
in the price of raw materials, and an adjustment on the part of France’s trading 
partners to meet this unwelcome situation by restrictions in external commerce, 
began to have their full effect, there was a deterioration in public finances, both 
internal and external, of the gravest description. 

These were amongst the basic reasons for the evils which have afflicted the 
French economy. But, in my personal view, I must say that the instability of 
French polities, the inability to create those social conditions that would lessen 
party dissensions, the optimism and national pride that influenced the under- 
taking of military programs beyond the real capacity of the national economy to 
support, have aggravated a situation that was intrinsically extremely difficult. 

Retrenchment in expenditures is the usual remedy for such unhealthy manifesta- 
tions. Unfortunately this specific was impracticable of application. The French 
Government was resolved to continue the effort in Indochina and at the same time 
to supply a number of divisions to NATO in excess of those scheduled for any 
other member. 

The result of this resolution confronts us with the present dilemma. In spite of 
the inequities in the incidence of French taxation, the amount of taxes actually 
collected in proportion to national income has been for some years the highest, 
with the exception of Great Britain, of any major country in the non-Communist 
west. 

Moreover, when the report of the Temporary Council Committee of NATO 
fixed the politico-economic capacity of France to make a defense contribution 
in the amount of 1,190 billion frances, the French Government not only accepted 
this figure, but after careful deliberation decided to increase it to 1,400 billion 
franes, 

The only controversy that has arisen over this decision is as to how it should be 
financed, either by tightening credit on private industry in order to increase 
Government borrowing, or by increasing already high and in some cases nearly 
confiscatory tax rates on ascertained incomes, or by making up the difference, 
by what may prove to be impracticable, through the collection of delinquent taxes. 

There must also be taken into account the leadership in foreign policy displayed 
by successive French Governments in continental affairs. The initiation of the 
Schuman plan for a pooling of the steel and coal resources of Western Europe, 
the proposal of the Pleven plan for a European Defense Community, both of them 
leading toward the realization of that age-old dream of civilized man—the for- 
mation of a political federation of Europe—are perhaps the most significant under- 
takings in the political field that our own, or, for that matter, many preceding 
generations have witnessed. 

These developments have already proven so disturbing to the Soviet Govern 
ment that it has endeavored in every fashion to counteract these great policies, 
devoted to peace, that are aimed to draw Germany-into the western orbit and to 
coordinate and strengthen the defense of the free world. 

It is, therefore, to this complex situation, but one in which our own security is 
so largely involved, that I shall address some informal observations. 


Senator Grorer. Yes, sir. You may proceed as you wish, Mr. 
Ambassador. 

Mr. Bruce. Well, I think if I may, Mr. Chairman, that I will not 
run over now in such great detail as I did before the committee last 
summer in Paris the existing situation in France, but I will refer par- 
ticularly to those occurrences and the relevant background that have 
taken place since the visit of the committee at that period. 


FRENCH CONSTITUTIONAL PROCESSES 


We have all been alarmed, of course, by the almost constant in- 
stability of French governments and the fickleness of French political 
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life, especially as it has appeared to other countries. Now, I think in 
that regard one should try to analyze a little the reasons for the very 
unusual relationship which exists there between the executive and the 
legislative branches of the Government. 

As vou know, in the first half of the nineteenth century there were 
two French Republics, the second of which terminated in 1852. 
When the Third Republic, which came into being after the disaster of 
the Franco-Prussian War, was formed, a constitution was drawn up 
and ratified which was designed fundamentally to keep any man 
what the French always refer to as “a man on horseback’’—from ever 
again attaining a dictatorial power. 

As a result, the Parliament has in effect a life-and-death decision 
over the executive branch of the Government. After the liberation 
in 1944, when the Fourth Republic Constitution was formulated and 
later came into existence, that principle to which I have referred was 
continued, and so the Executive in France is in effect the creature of 
Parliament, because when Parliament dismisses or overthrows a 
Prime Minister the Parliament itself continues, unlike what is the 
case in the English system. So the Parliament which is bicameral, 
has the real power, and it now resides in only one of those bodies, 
the National Assembly. When the Parliament dismisses a Prime 
Minister, the life, the tenure of office, of the National Assembly con- 
tinues undisturbed. 

Senator Smirna of New Jersey. That is, they do not have another 
election at that point as they do in England? 

Mr. Bruce. That is correct, sir. The members of the National 
Assembly remain in office for 5 years; those of the Council of the Re- 
public, which is sometimes called the Senate, are in office for 6 years, 
and the President himself remains for 7 years. 

The President of France constitutionally is almost a figurehead. 
He is the chief of state; he presides over all ceremonial functions; he 
represents the state in foreign countries; he signs commissions for the 
chief officers of the Government; but the only power which he possesses 
that is characteristic of a true chief of state, or one possessing executive 
authority, is his right to appoint a Prime Minister, who in turn must 
be ratified by the National Assembly “invested,” it is called, by the 
National Assembly. 

The President himself is selected by the vote of the Council of the 
Republic, and the National Assembly. When he appoints a Prime 
Minister, that Prime Minister must be voted upon favorably by the 
members of the National Assembly. At any time thereafter, and 
sometimes it has occurred within 48 hours, after they have given him 
their favorably voices, the Prime Minister can be ejected from office 
by the adverse vote of the National Assembly. 

Senator GitLerTr. A majority vote in either case? 

Mr. Brucr. A majority vote in either case. 


PARLIAMENTARY SITUATION IN FRANCE 


When you couple that tendency to instability with the multiparty 
system in France, vou have all of the makings of a state of chaos. | 
have thought to myself it is fairly remarkable that political conditions 
in France are not more chaotic. But as you have successive changes 
in the Cabinet you have at the same time a reformation amongst 
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these parties in such a manner that the same leaders who have 
occupied Cabinet posts in the past are very likely to become members 
of the new, of the successor, Cabinet, very often in different positions. 
If you will scan the representation in the different cabinets since 1944 
you will find a constant recurrence of the same names, sometimes, 
| say, in the same posts, but more often with a shifted portfolio. 

If I can sum up the parliamentary situation, you have a President 
in Office for 7 years, exercising this power of appointment of the Prime 
Minister, but outside of that his influence stems only from what meas- 
ure of personal popularity or personal prestige he may acquire through 
his influence on the people of the country as well as amongst the mem- 
bers of Parliament. 

President Auriol has been there for 6 years. His term of office has 
one more year to run. He is an extraordinarily popular man. He 
holds himself above politics. His influence, on the whole, has been 
very beneficent. He presides over Cabinet meetings but has no vote. 
He has been extremely skillful in reconciling the dissensions between 
parties and in bringing together a sufficient number of parties 
to get their suffrages for someone as Prime Minister. 

The Council of the Republic consists of 320 members. It is a more 
conservative body than is the National Assembly neon its members 
are elected not by popular vote, but by what might be called a corpor- 
ate voting system. They hold office for 6 vears; male the Fourth 
Constitution they were largely deprived of the influence they had 
possessed before the eee World War by having their authority 
limited to a review of the legislation enacted in thi 
the Parliament; that is, the National Assembly 

Senator Smith of New Jersey. Will you give us the 
two groups? 

Mr. Brucr. The National Assembly has 627 members “ the 
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Senate has 320 members, and it is only under very unusual « 
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stances that the Council of the Republie will be in a position to override 
legislation which has been previously adopted by the National 
Assembly. 


FRENCH 





FOREIGN POLICY IS STABLI 











One thing, however, in this very shifting scene has remained 


constant, and that is the foreign oat of France. Traditionally it 
has been a stable policy, and since 1944 it has remained so. There 
have been only two Foreign Ministers in the Jast 7 vears, one Mr. 
Bidault and the other the present Incumbent, Mr. Schuman. There 
has never been the slightest difficulty in having the Parliament 
pass—and when I speak of the Parliament I sh - now confine myself 
to the National Assembly, on the assumption that the Council of 
the Re ‘public as well has ratified the legisl: a. 

Senator Tornry. What was Mr. Pleven’s position? 

Mr. Bruce. Mr. Pleven is now Minister of Defense; a former 
Prime Minister, a former Minister of Defense, and now again Minister 
of Defense. Mr. Pleven is the head of a small party called the 

D.S. R., which forms part of 3 group composed of various parties 
that are slightly to the right of center. 

Senator Toney. We have that same thing here. 

Mr. Bruce. Yes, sir; I understand you have. 
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This foreign policy has expressed itself in the last few years in 
complete accord, speaking generally, with the views which have been 
entertained on foreign policy by the Executive and Congress of the 
United States. The adherence to NATO was carried without any 
adverse vote, without any opposition, except that of the Communists. 
The successive French budgets for rearmament have always been 
adopted, and elmost invariably with no opposition except that pro- 
ceeding from, again, the Communists, and, for another reason entirely, 
from the de Gaullists. The financing of the appropriations, however, 
has been the difficulty which has confronted the last two governments, 
and it will continue during the course of this year to present very 
considerable obstacles from an economic and fiscal standpoimt in 
France, but as regards policy, I can think of no instance where the 
major policy objectives, foreign policy objectives, of the United 
States have failed to meet not only with the approval of the French 
Parliament, but with the almost whole-hearted endorsement of the 
French people, excluding again the Communists. 

Senator Green. What is your basis of judging the French people, 
the newspapers? 

Mr. Bruce. No, because the newspapers, particularly those in 
Paris, Senator Green, are notably party organs. 

But so far as the French people are articulate in a public way, one 
gets no repercussions from them in the way of pressures brought to 
bear upon their representatives in the Assembly against this settled 
foreign policy. 

Senator Green. Do they become articulate? 

Mr. Bruce. In popular conversations there is frequent criticism 
of the so-called occupation of France by American troops; there is 
localized criticism of all sorts of things, whether it be American or 
whether it be some other evidence of foreign stav in France, and 
sometimes directed against the foreign policy itself. When I speak 
of the reaction of the French people, I am speaking not just of the 
reaction which expresses itself in the public press with the exception 
of the Communist press, but especially through representatives in 
Parliament, who are very responsive in France to the majority will 
on most questions. 

I don’t know whether I should labor any further this matter of 
the French political situation. Perhaps some questions will occur 
to you that I could answer, and, if not, I will pass on and try to deal 
briefly with the economic position as it now appears. 


STABILITY OF PRESENT FRENCH GOVERNMENT 


Senator Smrru of New Jersey. I might ask you right there, Mr 
Ambassador, how permanent you think the present set-up will be. 
Will we have another upset ey in the next few weeks? 

Mr. Bruce. Quite frankly, Senator, I would not believe that the 
present government, headed by Mr. Pinay, who is an excellent man, 
would endure for any great length of time, because the base of his 
government is so unrepresentative from the standpoint of the expressed 
feelings of the people in the country in their last general election that 
he is really balancing on a tightrope. That has been characteristic of 
preceding governments, but the one thing to bear in mind 1s, so long as 
the de Gaullist Party is in opposition to any government, so long as the 
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Communist Party is in opposition to any government, you have the 
representatives of 45 percent of the people in rance opposed to the 
measures which are sponsored before the Parliament by the exec _ 
branch of the Government, and that, of course, is a serious probler 
Could the de Gaullist vote be attracted into, or on great occasions 
join with, that of the other non-Communist members of the National 
Assembly, the situation would be quite simple, because out of vour 
627 assemblage only 101 are Communists, and therefore there is a 
large majority which remains. That Communist representation hes 
been cut down from 180 in the last Parliament to 101 in this one 

But vou also have in Parliament 117 de Gaullists, 106 Socialists 
100 MRP with their affiliates, 98 Independents and Peasants, and the 
Peasants, strangely enough, are divided between the orthodox peasants 
and the disside nt peasants, and $0 On; as VOll look at they yirliamentaeary 
situation and vou begin to make your additions to get h: iif of 627 \ a 
vou need a great deal of maneuvering, so long as you have a bloc 
101 and another bloe of 117 against vou. 


oO} 


POSSIBILITY OF PARLIAMENTARY REVISION IN FRANC} 

I think it would be quite easy in France to reform the 
mentary sy a m so that you have the checks and balances that exist 
for example, in the British Constitution, and the most - appropriate 
thing in that connection would be to have the National Assembly 
and if additional power is given to the Senate, sufficiently 
and responsive to their responsibilities so that they will not dismiss 


Cabinets through whim and because of domestic differences, and the 


Lil 


“aware ol 


+ 


consciousness that a careless dismissal might mean the dissolution of 
the Parliament. itself. 

I admit that the difference between that and the parliamentery 
situation in England will always be a wide one because of the multi- 
party system im France as contrasted to the two-party system existing 
in England, but the de Gaullists and almost everyone now, with the 
exception of the Communists, are convinced that there must be 
reform in the Constitution. 

Senator Green. Is it our American policy not to suggest any 
preference for any particular kind of government? 

Mr. Bruce. We have not and would not suggest it, but in private 
Soren one is inevitably led into discussions in connection with 

, and some of the constitutionalists in France have given this matter 
a eect deal of study; actually from purely the standpoint of amending 
the Constitution the change that I have spoken of would be a very 
simple one, very simple in language, and probably certain of eventu: al 
ratification by the Parliament itself, and it is commonly estimated 
now that it should come to pass during the course of this vear. 

Senator GeorGr. Mr. Ambassador, if there is any part of your oral 
statement that you do not wish to put on the record, just raise your 
hand to the reporter. 

Mr. Bruce. Thank you. 

Senator GrorGe. Senator Gillette, did you desire to ask a question? 


some 


STRENGTH AND FOREIGN POLICY OF DE GAULLE 


Senator Gitterre. Mr. Ambassador, you were answering to a 
degree a question I intended to ask with regard to the de Gaullists, 











250 MUTUAL SECURITY ACT OF 1952 


in answer to the interrogatory of Senator Green. The information 
that has come to me indirectly, and I do not know how dependable 
it is, is to the effect that the de Gaullists have been increasing in 
strength and prestige, and constituted more of a threat than the 
Communist group, not only to French stability but that their attitude 
was one of noncooperation with the other members of the NATO 
group. Is there any basis for those reports? 

Mr. Bruce. Yes; Senator, there is. The de Gaullist strength 
increased very mi ne dly until the general election of last year, where 
me ‘y polled pretty close to 20 percent of the vote and where they 

‘turned as me ab rs of the National Assembly the largest number of 
representatives of any party, and by virtue of that alone they occ upy 
a position of very considerable power, because one must remember 
that before that election there had never been such a thing as a 
de Gaullist Party. There was a loose rally, but they had never had an 
opportunity in elections for the Parliament to put up any of their own 
candidates, and so their election success, it seems to me, was a very 
notable one. 

Had they affiliated, which they had the right to do, with other 
parties, they would have had even more Gaullists in the present 
Parliament. 

sut the thing which I think you are chiefly interested in is what is 
the ‘ philosophical or the political attitude of the Gaullist Party toward 
oreign policy. L have said that French foreign policy, with the 
‘xception of the Communists, met with the approval of most of the 

epresentatives in the Parliament. That is true. But there has to 
be a limitation on that statement. 

Insofar as General de Gaulle is concerned, General de Gaulle 
pee ntly feels that French governments have not adequately pro- 
tected the national dignity in relation to the position which France 
nodapies in the NATO set-up; that French vivernannads have proved 
subservient, either to the admonitions or to the demands of the 
United States Government, and he has publicly announced that if he 
were Prime Minister he would not permit, for example, the sort of 
control that we exercise over our air bases in Morocco; that he would 
have demanded for French officers higher posts in NATO and in the 
subordinate commands. 

And as you go along those lines and follow his thoughts and his 
written utterances, vou will find that it is almost the cry of a man 
who believes that his country, and protests that his country, has been 
slighted in proportion to what it is furnishing in the way of defense 

Now, mark vou, this is large ‘ly addressed to the dete ails of defense, 
not toa disapproval of the broad plan of defense, not to a disapproval 

NATO as a conception or as an organization, but to what he calls 
1 manipulations which have taken place inside of NATO 

Now, in another respect General de Gaulle has been opposed to the 
French Government on foreign policv. He is not a believer in the 
theory of a European army to which the French Government is 
pledged, which has seemed to a great many people the only way to 
attract Germany safely into the western orbit to avoid the reconstitu- 
tion of a German National Army and a German General Staff. De 
Gaulle is opposed to the European army. He is opposed to it for a 
variety of reasons. He is not opposed, however, to the rearmament 
of Germany. 
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(Discussion was continued off the record.) 

Senator Griuterre. That is all, Mr. Chairman. 

Senator GrorGe. Are there any further questions of the Ambas- 
sador along these lines? 

If not, what is the picture of the economic conditions and problems 
in France? 

STRENGTH OF COMMUNIST MOVEMENT IN FRANCE 

Mr. Bruce. Well, Senator, in approaching the economic problems 
in France, perhaps I should speak of one factor there which is most 
important and which is between the political and economic and 
influences both of them, and that is the strength of the Communist 
movement. 

As those of vou who were in Europe last summer will recall, at the 
time of the general election held in France the popular vote for the 
Communists diminished by between 9 and 10 percent. It still con- 
stitutes, however, about 25 percent of the over-all vote. The repre- 
sentation in Parliament was reduced in a very marked degree from 
180 seats, as I said before, to 101, and it is very interesting to see the 
decline of communism and Communist influence as it has been able to 
express itself in interference with governmental policies of one kind 
or another. 

During the last war the Communist Party in France, in the begin- 
ning, before Russia entered the war, was, I suppose, the most evil 
influence in connection with the attempt by the French to carry on a 
war that existed within France. But the moment that Russia was 
attacked the Communists became extremely helpful in the then oc- 
eupied country of France by joining resistance movements and by 
contributing more in a mass manner than through individual action. 
The intelligence derived from them and others was absolutely essen- 
tial to the people who were planning an invasion of the Continent. 


ROLE OF COMMUNISTS IN THE RESISTANCE AND AFTER 


The role of the Communists in the resistance movement and in the 
intelligence-gathering agencies in France has been vastly over- 
estimated. I think I can say that with some confidence because I was 
closely associated with those activities on the American side and, in 
fact, was the chief American contact with them. It was exaggerated 
because the Communists have a talent for publicity, for propaganda, 
for persuasive statements, which exists among po other portion of the 
French Republic. However, their role, as | said, in a mass way in 
the resistance movement was a helpful one. 

What occurred was this: The British and later the United States 
made drops of material to these foci of resistance in Franee—Sten 
guns, plastic for blowing up railroad bridges, et cetera. The Com- 
munists were better organized than anyone else. They thought of 
the future more than did any of the other people who were engaged 
in that type of activity. So when the liberation occurred, there was 
a strongly organized group in France under direct control from its 
leaders ready to move on into another domain of enterprise, the 
political one. 
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They are said to have had, and I think this is probably true, approxi- 
mately 200,000 men ready to constitute an informal army at the time 
de Gaulle became head of the provisional government in France, and 
it was only because Russia was still engaged in the war, and 
because things were very difficult for Russia in connection with the 
struggle against Germany, that the order came from Moscow which 
made it possible for those guerrillas to be disbanded; otherwise it is 
extremely probable that they would have taken over the government. 

The Communists entered ane ‘al life, and through their power in 
the legislative branch passed a series of laws, many of which are 
still in force and largely cauneaibs for the influence which they still 
exercise in French political life. 

For example, the law which made it possible to confiscate most of 
the press organs operated in France during enemy occupation resulted 
in the Communists acquiring without any payment whatever almost 
75 percent of all the press in France. The very generous social 
security system, which fundamentally is an excellent one, was domi- 
nated for many years by the Communists, who used it for their own 
political ends, because it spread over the whole country and it was an 
ideal weapon, or an ideal tool, to be used by them to build up their 
party membership and their party influence. 

They even penetrated, through the lavish use of mone v and political 
control in the provinces, into the rural districts, and when I first 
went to France 4 years ago one of the chief preoccupations of anyone 
who was worried about the future condition of the country was the 
increasing strength of communism in the rural districts of France 
something which was never known before. That was due again to 
skillful propaganda. 


PEAK OF COMMUNIST STRENGTH IN 1947 


The great strikes in 1947 and the failure of those strikes, the dis- 
missal of all Communists from the Cabinet in 1947, was probably the 
turning point. In 1948 their last important political strike, the coal 
strike, which had started off successfully, also came to an unhappy 
end, and since 1948 the Communist Party has been unable, in spite 
of propaganda and gathering a great many votes in general elections, 
to impose its will or to be obstructive to the true interests of the 
country. 

Senator Smirx of New Jersey. Mr. Ambassador, may I interrupt 
vou there just a minute? 

Mr. Bruce. Yes, sir. 

Senator Smiru of New Jersey. 1 remember last summer when we 
were there you called our attention to the fact that the 25 percent 
vote was not as significant as it séemed to be on the surface; that prob- 
ably the hard core of communism in France did not exceed 10 per- 
cent. Do you still share that view? 


PRESENT STRENGTH OF COMMUNISTS EXAGGERATED 


Mr. Bruce. Yes; 1 do. I think the Communist Party membership 
is probably about 500,000. L’Humanité, the chief Communist 
newspaper in France, which formerly had a circulation of 600,000, 
now has a circulation of about 180,000. No strike has met with 
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any measure of success since 1948. No attempt to prohibit or impede 
the receipt in France of American military materials has ever had 
success, nor have they been able to stop the shipment from France to 
Indochina for that war, which is really unpopular amongst the mass 
of the French people. The Communists have never been able 
stop any of those shipments. 

The great demonstration programed against Eisenhower when he 
came to Paris was the most carefully planned demonstration that 
ever took place while I was there. It was a complete fiasco. Many 
people were put into jail, every Communist who had a government 
position and participated in that demonstration was dismissed from 
his office. The result was that when a much better target, Adenauer 
came to Paris they wished to have a demonstration against him, but 
knowing they would either be jailed or lose their offices, if they oc- 
cupied public offices, that demonstration resembled what you provoke 
against an umpire whose decision you do not like at a ball game, 
their manifestations came to naught. 

Their attempt to carry out politic ‘al as distinguished from purely 
wage strikes has been fruitless, and in every respect I would say that 
communism in France, although it is a threat and a threat that ought 
to be constantly watched, does not present a present crucial danger. 

But you have, as regards voting, great dissatisfaction amongst a 
large number of people in France over their social conditions, over low 
wages, over the repeated inflation which robs them of their savings, 
over the economic as well as the politic ‘al instability. That ordinarily 
expresses itself by a vote for the Communist candidates in a general 
election or it has so done for the last 7 years. But when you come to 
the action side, the hard core, the so-called militant core of com- 
munism, in France it is not reckoned to exceed 50,000 people—the 
whole Communist Party membership not to exceed 500,000. In the 
great labor movement, the CGT, again you have a sample of the 
decline, although you also have it pointed out as a favorite example 
of how strong communism must be. 


to 


sO 


GROWTH OF NON-COMMUNIST LABOR UNIONS 


The CGT claimed in 1946 a membership of 6,360,000 people; 
1950 they claimed a membership of 3,600,000. The actual membership 
of CGT according to its own leaders in private conversation does not 
exceed 114 million. The two great non-Communist unions, the CFTC, 
the Catholic Union, and the FO, which is a split-off from the CGT, 
those two unions, have a membership of between five and six hundred 
thousand each. There are smaller non-Communist unions, but taking 
it by and large, the membership of the Communist union in France is 
probably as great as the membership of all of the non-Communist 
unions combined. 

However, the drop-off, the defection from the Communist labor 
unions, has not necessarily expressed itself in an adherence to the 
non-Communist labor unions. It bas expressed itself in a refusal on 
the part of the defecting workers to join any union, so in a total working 
population of about 20 million people vou have a union membership 
probably of between three and three and a half million. I speak of : 
working population of 20 million because there are agricultural aedona 
as well, and one-third of the workers in France are engaged in agri- 
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cultural pursuits, and that may not be a comparison that is fair in 
comparison with our own country, where our agricultural population 
is so much smaller proportionately, but certainly the majority of the 
urban workers in France are not organized in any union, and therefore 
to assume that because the Communist union is the most powerful, 
there is a tremendous Communist movement directed to the sabotage 
of industrial development in France I think is erroneous, if for no other 
reason than because of the figures. 

Now, there is another reason why it is not as important as it may 
seem. Every time that the CGT, which has extremely strong leader- 
ship, has attempted, as I said before, a political strike in the last 
4 years, it has failed and failed miserably, but let the CGT advocate 
a strike for, let us say, better working conditions or a rise in wages, 
and then it has a very real influence, though many of the members, 
literally hundreds of thousands of the members of the CGT, do not 
consider it at all as a Communist union. They belong to it; it isa 
traditional French union; it was the only one of any consequence for 
along time. They would probably regard it as about as conservative 
as the average man years ago would have regarded the CIO or AFL 
here, and many of them will say to vou, ‘“‘My union is not in politics.” 

Actually it is a political instrument, and a very great political 
instrument, but one whose influence has declined just as its member- 
ship has declined, and one also where the actual strength of member- 
ship, the million and a half of which I have spoken, is deceptive as 
representing pure communism, just in the same fashion that the vote 
of 5,000,000 for the Communist Party in the general election is decep- 
tive as representing Communist strength, doctrinal Communist 
strength. 

Well, so much for communism, unless there is some question about 
it. 

Senator GrorGce. Are there any further questions? 


DEPENDABILITY OF FRANCE 


Senator Smiru of New Jersey. Just this thought: We are planning 
to send over this vast amount of matériel, tanks, and so forth to this 
army over there. It would be a very critically serious thing if there 
was any danger of France defecting with her divisions and going over, 
taking that matériel to the other side. I get the criticism constantly, 
‘“‘Aren’t we throwing alot of money in there on a chance that France 
might explode?” 

[ agree with you; I think vou have made a very strong case for the 
ultimate stability, but I am very much concerned that 1 answer that 
que stion correc tl, 

Mr. Bruce. I personally feel that there is no danger of that what- 
soever. The Army, Navy, and Air Force has been cleansed of what 
open Communists they had. Obviously as the young French con- 
scripts come in you have some young fellows who probably are inclined 
to communism, but that has proved to be, in the case of the Army, 
Navy, and Air Forces, a transitory thing. Nor do they ever cause any 
trouble in the system of conscription. 

But the best illustration that I know of is really what occurred at 
Cherbourg. There was a great doubt entertained amongst many 
elements in the French population as to whether our shipments of 
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arms would not be left on the docks and sabotaged, or even meet a 
refusal to unload them. I remember going up to Cherboure a few 
days beforehand to talk to some of the local authorities about it. 

The union at Cherbourg, the longshoremen’s union. was dominated 
by the Communists. The word had gone out from Paris head- 
quarters, on directions from Moscow, that these blood-shedding 
weapons were not to be unloaded; they were against the interests of 
France, et cetera, et cetera. Everybody anticipated trouble, and 
thev sent troops into the neighborhood. 

The aabAdbscrrisansih met in a Communist headquarters a few day: 
before the first shipment was to arrive. and there was a ereat deal of 
oratory, but the vast majority immediately voted to unload th 
American aris, 

Now. their doctrine, the doctrine of the members of that pDartre ular 


union, had no weight whatever as ¢ ompared with thei desire to obtain 
employment. Nor do | believe that the major tv of memb« 's ol the 
Communist union have any strong doctrinal bia Duclos, eloquent 
orator that he is, ean attract large audiences His mass meetines 
usually called for the purpose of advo ating some action, some violen 
action, to be taken by the party. The mass meeting disperses but 
the action never takes place, and that has eone on steadily for the last 
4 vears. Thorez is in Moscow, supposedly ill. At any rate he has 
been eliminated from the scene. 

And so you have this constantly diminishing power exercised 
through the official organs. 

Is there a Communist underground which functions outside of 
these open organizations? | doubt it. When the French Government 


. . . 
last veal outlawed, refused Lo have present or meet on Freneh 
territory, any of the international Communist organizations, the 


people in the Government who took that action anticipated a tre- 
mendous storm, strong opposition, probably evidenced in manifesta- 
tions in Paris, manifestations in front of the National Assembly 
against this decision. It was a pretty arbitrary business. Nothing 
happened. 

When they dismissed a considerable number of mavors and sub- 
mayors in the Seine district because they were Communists, there 
was talk about a new Commune; the outraged citizenry would march 
on the Palais Bourbon, where the National Assemb ly meets, and begin 
to fire the public buildings, as they did in the Commune of the 1870's. 

Nothing whatever happened. There wasn’t a corporal’s guard of 
people who attended the demonstrations that had been called for, 
and the majority of the people in my opinion scorn communism 

They are interested, however, in what the Communist labor union, 
in What the Communist Party, will promise them in the way of bett 
working conditions, higher wages and so forth, and they “ intereste di 
also, and influenced, there is no question, by propaganda, by false but 
powerful propaganda. 


EFFECT OF AMERICAN AID ON COMMUNIST ‘STRENGTH IN FRANCE 


Senator GREEN. How far do you attribute the waning of commu- 
nism to the supplying of American aid? 

Mr. Bruce. Well, I think that American aid, Senator, was respon- 
sible for France not having, before 1950, a Communist Government. 
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I think the Communists undoubtedly, because of what seemed to be 
the impending bankruptcy of the country, would have seized the 
Government. I imagine the same observation would apply even more 
aptly to Italy. Had those two countries gone Communist, then I 
believe even the Iberian Peninsula, and certainly the rest of Western 
Europe, would have gone Communist as well. 

In that respect the Marshall plan saved Western Europe from com- 
munism. I have this profound conviction, and I think it is a conviction 
which is shared even by people who in France and in Italy are very 
antagonistic to the Umited States and United States policy. It has 
become an accepted fact among the leaders of the Communist Party 
that they would have attained power in those countries had it not 
been for the extension not only of Marshall plan aid but in the case 
of France and Italy of the temporary aid preceding Marshall plan aid, 
when the situation was even more serious than it was later. 

Senator Green. Would you think that the conclusion of American 
aid would affect the Communist movement adversely from any point? 

Mr. Bruce. Well, you are speaking of not carrying on with the 
military defense? 

Senator Green. Not necessarily any particular kind, but stopping 
supplies of one form or another, or money in one form or another. 
Would it have a corresponding countereffect? 

Mr. Bruce. It is a difficult question to answer unless one views it 
in segments, but let me take the more obvious one. 

(Discussion was continued off the record.) 


FRENCH COAL PRODUCTION AND IMPORTS 


Mr. Bruce. Then because of the reduction in wheat land, because 
the farmers did not like the price of wheat, and as a great bread- 
consuming country, as soon as you have a bad wheat crop you begin 
to import wheat 

\lso, I do know that the French spent $120,000,000 importing 
American coal, the most illogical importation one could possibly con- 
ceive of, but necessary because of the dislocation of the coal trade, 
where England once threw off great exports of coal, where you got 
coal and coke from Germany and Polish coal flowed more freely, and 
France had always been the largest single importer of coal in the 
world but independent of importations of American coal. 

I say that about American coal because the freight rate from the 
United States to France is higher than the price of the coal itself 
which the merchant or producer in the United States receives. There 
it is, completely uneconomical, and that in a time and in a year when 
the production by France of coal was the highest in French history, 
when the output per man-hour in France in the coal mines was the 
highest in French history, when France theoretically was in the best 
situation in its history in relationship to coal. 

But so great was the shortage because of the failure of supply from 
normal sources that not only did the *'v have this really crushing strain 
on their dollar balances, but at the same time their steel mills could 
operate at only 85 percent of capacity, whereas the steel mills in Ger- 
many were operating at 100-percent capacity. 

And so this economy, which looks so beautifully balanced, breaks 
down because of one thing, and that is in Metropolitan France, and 
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so far in the French Union, nobody has succeeded in discovering those 
key raw materials on which a modern industrial economy lives. 

France has practically no oil, with the exception of the 23% percent 
interest in the Iraq Petroleum Co., and then the ‘y have to make their 
payments for capital investment in the Iraq Petroleum Co. in sterling 
or in dollars. 

France is dependent upon importations for its copper, for 90 per- 
cent of its wool, 80 to 90 percent of its nonferrous metals 
could run down the list of essential commodities, 
those use ful for war purposes, and find that France is deficient in 
most of them, including metallurgical coke. That last is going to be 
corrected in part, I think, by a new process for the use of iron ore 
which is going along very well. But to deduce from what I have just 
said, that the economic situation of France for the future is one that 
is going to make France forever dependent on the United States is 
not a conclusion that I would draw at all. What I say is that these 
stresses, which had almost been overcome, and I think would have 
been overcome in the absence of the great rearmament effort, will 
have to be handled, and carefully handled, until such time as the 
structure itself becomes more solid, and then, with the productivity 
in France, with the native industry of the people and the extraordi- 
nary ingenuity of the people, with their thrifty habits—thrifty in 
ordinary times, not thrifty when the franc is bouncing up and down 
like a balloon—you ought to have again a reestablishment of capital 
markets so that France becomes a borrower from private sources and 
not a dependent on external assistance. 

But when that period will come to pass and how it will come to 
pass is another question. But, having gone around in a circle, to 
answer your question I would say that the future of France, in the 
absence of fairly substantial aid from the United States, 
particularly this rearmament effort, is one that 
financially gloomy. 


And you 
and particularly 


as regards 
is economically and 


EFFECT OF CUTTING OFF ECONOMIC AID TO FRANCE ON ECONOMY 
COMMUNISM 


AND 


Senator Green. The reason I put my question in general terms, 
not referring to any particular kind of aid, I think is justified by your 
reply. To put it another way and to make a specific application 
of that, won’t the provisions not only for military aid but or for 
economic aid as distinguished from military aid, if you can make 
such a distinction, to a certain extent take the place of wikis kinds 
of aid which have been hitherto given, and won’t it have a certain 
effect on the communism or the waning of communism to which you 
previously referred? 

Mr. Bruce. I think undoubtedly. I think the connection 
immediate, because—let me take any simple instance. I don’t 
know to the purchase of what raw materials aid earmarked as coming 
from the United States funds has recently been directed, but I will 
take one at random. Let us suppose that France must buy copper. 
Having exhausted the possibilities of buying copper, let’s say, from 
Be Jgium, and being forced to buy from dollar sources, France is 
dependent upon dollar credits in order to get that copper. 


is 
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Without that copper you are going to have unemployment in the 
great metallurgical industry, the metalworking industry, the most 
powerful industry in the Paris region. If you accompany that by a 
shortage in other raw materials which affects the people in that 
district, I think vou would very quickly have an unemployment of 
proportions that would make the people restive enough to explode 
The natural form that explosion - agi takes, perhaps not alone in 
Latin countries, is to express itself a protest against the govern- 
ment in power. 

You have got a power outside of government, with representatives 
as well in it, which is one of the most marvelously organized things 
in the world, and therefore I think that the shutting off of those 
elements in the economy, of those factors in the economy, or the 
lack of provision of those raw materials on which the economy rests, 
in the next couple ol Vears, or maybe for a longer period of time, 
would be exceedingly dangerous and perhaps fatal from a social 


i 
¢ 


standpoint. 


| think one would have the same impression if one directed his 


attention to other industries. | spoke of the Paris region because it 
is so often used as an example of the complex enna situation in 
France, but as | said, the curse of France is ~ dey rendence on out- 
side sources for raw material, and in fact hy seria from which it 
ordinarily derives its raw materials are no longer available to it 
because of the general dislocation of foreign trade 


3 don’t think the French have the only problem. I think the 

clish problem is equally difficult for a variety of reasons, but at 
th present time the French are absolutely dependent on this aid 
which they cannot obtain through ordinary bank credits, and the 
situation in that respect is critical. It has never been more critical. 

Senator Green. Then you would agree, would you not, that im 
addition to the arguments that are made that it is nece ssary to have 
these products for military purposes, or, to put it under the head 
of mutual security, it is also desirable that it should be given there 
from the point of view of economy because it is a great deal cheaper, 
and there is also the argument that it tends to prevent the resurrection 
of communism there. Is that right? 

Mr. Bruce. I think all of those arguments are correct. 1 think 
they are firmly based. I am sorry to say I am not familar with the 
provisions of the mutual aid bill, and I am not in public office at the 
moment, but I will comment if you wish. 

Senator Green. Perhaps vour advice will be more valuable for 
that reason. 


Ie 


Mr. Bruce. IT really do think, and it would appear to me from the 
long-range interest of our country, that the mere fieulalinn of military 
aid materials without the accompanying provision that would enable 
these countries to preserve a sound economy and to engage themselves 
in some satisfactory level of military manufacture would be a very 
foolish procedure. 

Senator Green. Thank you. 


FISCAL AND MONETARY REFORM IN FRANCE 


Senator Tosny. Mr. Ambassador, do you feel that because of the 
debacle in the france it is necessary to have a reorganization of the 
French currency and monetary system? 
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Mr. Brucs. 1 would assume it would come about in-time, but let’s 
recollect that in 1948 the frane was selling in the black market at 540 
to the dollar, and then it went down to something like 350 to the 
dollar, and the resilie es y in the French system is such that probably 
a similar thing could be accomplished again with very strict credit 
controls and the enforcement of other controls against inflationary 
processes. Whether that might be politically practical or fiscally 
possible I would not venture to answer. 


2» 
GOOD WILL IN FRANCE TOWARD UNITED STATES 


Senator Tobey. Mr. Ambassador, you paid a fine tribute to the 
efficacy of the Marshall plan. May | ask vou this question: Would 
you say there is a fine feeling of gratitude on the part of the French 
people to America for that which she has done? 

Mr. Bruce. Taken by and large, there is certainly amongst the 
more intelligent people and amongst the more reflective people 
There is no question about it whatever. We have always labored 
under an illusion, I think, when we thought that the Marshall plan 
was not well known to the people in France. Nothing was ever 
given such publicity as it was given in France. Many a Frenchman 
will tell you, in spite of the fact he is thoroughly familiar with it, that 
he never heard of the Marshall plan. The French are not very out- 
pouring so far as-effusions or public gratitude are concerned for the 


Marshall plan or any other aid, but | would say there is a deep con- 
sciousness that the Marshall plan had saved them from chaos 
Senator Topry. Is there a preponderance of good will in favor of 


America? 

Mr. Bruce. There is no question about it. 

Senator HickenLoorer. That good will is especially ee in the 
Government officials who realize the situation, and in certain top 
businessmen who realize the situation, and as vou say, in certain 
thinking people which may compose a small group in numbers. But 
compared with the total population in France, the impression I got 
was that the average Frenchman says, “Yes; I have heard about the 
Marshall plan, but it didn’t do me any good. Where did the Marshall 
plan help me? I had to pay franes for my new tractor. Maybe the 
Government got it for nothing, but the Marshall plan bee not help 
me, except by remote control, and [ am not concerned about that.”’ 

So when you get down below a certain level the Frenchman Says, 
“Yes; | guess in some remote way it has been a great help to us, but 
| paid franes for it.”’ 

Mr. Bruce. Senator, you are quite right. that as regards the pur- 
chases by French citizens of items supplied through Marshal plan aid, 
they are not only skeptical but they are unbelieving that the United 
States Government did anything for them individually, and it is quite 
easy to understand because of almost the illusion that people entertain 
as to how counterpart operated. 

The French farmer from the countryside went in and bought a 
tractor. If it was an American tractor or a Canadian tractor, if it 
was supplied by Marshall plan money he would have had every reason 
to be completely unconscious of the fact that it was supplied by 
Marshall plan money, because he paid the going market price for it 
The American taxpayer had provided the dollars, the French Govern- 
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ment got the frances from the purchaser, and the French Government 
officials sat down with the American authorities and decided how that 
peasant’s payment for the tractor, which became mingled with other 
sums from similar sources, was going to be distributed in the French 
economy. 

The money of a man living near Chartres on a wheatfield may very 
well have gone as a contribution toward the building of a dam on the 
Rhone River. 

SenatomTosry. But you have to view it in the spirit that the whole 
is greater than any of its parts. 

Senator Witey. What was that? 

Senator Topry. If the Nation benefits without the individual seem- 
ing to benefit 

Mr. Bruce. Remember, the individuals affected constitute a minor- 
ity of those people affected by the expenditure of Marshal plan funds 
Marshall plan funds for the most part, in the critical years, went into 
the restoration of the basic industries of France, the rehabilitation of 
the completely shattered railroad system, the development of her 
hydroelectric power, the modernization of coal mines; into, as I say, 
great basic industries where the expenditures in a sense were anony- 
mous but were massive. The purchase of a tractor or the purchase of 
farm machinery or any other kind of machinery, even when it was for 
a factory, was a fairly small item compared with the total Marshall 
plan funds expended in France. 

Senator Toney. Has the International Bank made any loans to 
France? 

Mr. Bruce. Yes; and the Export-Import Bank has made very large 
loans. The servicing of loans for interest and amortization this year, 
on the French debts in the United States, amounts to $140,000.000, 
and that, as I say, in a country where the total gold reserves of the 
central bank are only $550,000,000. 


FRENCH AWARENESS OF AMERICAN AID 


Senator HickENLoopER. Mr. Ambassador, isn’t there a little sort 
of reverse illustration that might illustrate what the average French- 
man thinks about the Marshall plan? For instance, the average 
American will look at some vast expenditure that the Government is 
engaging in and say, “Well, the Government is doing that.’’ That 
is some mysterious source of money that the Government has and is 
providing, and the individual seldom rationalizes—he may give some 
superficial consideration to it—that that is costing him money. The 
Frenchman says, “Well, maybe the Government is getting it, but I 
am paying for it in franes. It is out of my pocket and out of my 
earnings,’ so that the reservoir of unbounded worship which perhaps 
we may be deluded from time to time into thinking these people have 
for us is not quite so great as we would like to have it. They may 
have a sense of superficial gratitude and pass it off, but they can be 
very easily incited against us, and the so-called gratitude would not 
be a dam against the inciting against us as the occasion arose. 

Mr. Bruce. I have a notion, Senator, that gratitude is not a very 
enduring quality, particularly as between nations. 

Senator GrorGe. It does not exist, Mr. Ambassador. 
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Senator Topry. Shakespeare said it was the noblest human quality, 
sometimes conspicuous by its absence. 


EFFECT OF INDOCHINESE WAR ON FRANCE’S CONTRIBUTION TO NATO 


Senator GeorGce. Mr. Ambassador, do you think France will be 
able to carry on this Indochina War and also make any substantial 
contribution to the NATO Army? 

Mr. Bruce. Yes, I do, Senator, but let us examine into what you 
mean by “substantial.’”’ In Indochina there is now engaged a 
French Union Army as of today of approximately 200,000 men. 
Now, of those 200,000 men. roughly, as I reeall it, 42,000 enlisted 
men, about 7,000 officers, and about 28,000 noncommissioned officers, 
come from metropolitan France. 

There you have a total of about 77,000 men from metropolitan 
France in the French Union Army. 

The very high proportion of officers and noncommissioned officers 
is the thing that has the greatest effect on the military situation from 
a manpower and training standpoint in France, because that is a 
professional army. 

When you try to break the army figures down by nationalities or 
by the place of origin from which the individual comes, one ac quires a 
deceptive idea of the French military system. It is in every sense of 
the word a French Army, and the best army that France is capable 
of putting into the field anywhere. 

There are a large number of north African troops there. Many 
of those north African troops are French citizens. They happened 
to be drawn from north Africa. They also supply a considerable 
number of noncommissioned officers, about 2,700, but less than 100 
officers. 

Then there are the natives, drawn not only from Indochina but 
from other French territories. They supply very few officers, and 
about 5,000 noncommissioned officers. Those noncommissioned of- 
ficers are being built up so as to take over such forces in Indochina 
as are completely national in character, as distinguished from those 
forces which form part of the professional French Army and have 
always been incorporated in the French Army. 


DRAIN OF INDOCHINESE WAR ON FRANCE 


So what in effect one has done with regard to NATO is to have 
subtracted from the French potentiality of supplying troops in Western 
Europe approxims ately 200,000 men. 

Now, in addition about 25 percent of all the people in the French 
Navy are engaged in Indochina, and much of the merchant fleet is 
ferrying back and forth between Indochina and France. 

In the air force the only real combat air force which France has 
today is active in Indochina. There are not enough pilots in the 
schools and in training in metropolitan France, so the whole Indochina 
adventure has an indirect repercussion of a military nature on the 
effort to be made in the west. 

If you look at it from the financial standpoint, you have a very 
striking illustration of what the effect of the operation in the Far East 
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is having on the operation in the west. In the French military 
budget, let’s take it at 1,400 billion franes, or roughly $4 billion—there 
is presently scheduled the expenditure of about a billion two hundred 
million dollars for Indochina. I don’t believe there is any question 
in the mind of anyone who follows the military expenditures in France 
that the expenditure may well rise to a billion and a half dollars this 
year. A billion and a half out of the 4 billion may be devoted to the 
effort in Indochina, but beyond that most of the munitions, a great 
portion of the war matériel which is produced in France, is being 
chewed up in Indochina. 

The losses there in men actually killed excluding Asiatics in native 
armies now exceed 30,000. Those are dead. The proportion in those 
losses of officers and noncommissioned officers has been extremely high. 
I give you an example The school at St. Cyr, which has been men- 
tioned to vou before, has lost in graduates between eight and nine 
hundred officers in Indochina tn the last 3 vears. If you would 
compare that to casualties amongst graduates of West Point in Korea, 
I think vou would believe that the effect on the training program in 
metropolitan France, the NATO training program, is bound to be 
Very great. 

It is true that most of those men are junior officers, but service for 
them in Indochina is compulsory, and it is a great gaping wound not 
only in the French military system but in the French economy as a 
whole, because the expenditures of Indochina from a financial point 
of view about represent the deficit in the French national accounts. 

Altogether, I think in the last few years from the oe of the 


Marshall plan, something like $2,800,000,000 has gone to France in 
direct and indirect aid. The expenditures in Siecbits through 


1952 will be in the neighborhood of $4,000,000,000, so what in effect 
has taken place, from a purely accounting standpoint, is that the 
carrying on of an operation in the Far East has more than absorbed 
all the external assistance provided France from the west. 

There is no use of our saying this situation is impossible, that we 
can’t have at the same time some sort of contribution to the west 
from France, because we can. One of the reasons we can is because 
of the extraordinarily low cost of maintaining French soldiers in the 
field. There have been three successive pay raises in the last year. 
A French soldier was paid 77 cents a month during the year 1950. A 
French soldier now gets $4.26 a month. 

Together with their conscript system, the French should be able, 
dependent on an infusion of assistance from the outside, to carry 
on combat in Indochina and at the seme time make a fairly respectable 
contribution, and when I sav “fairly respectable’? [ mean as many or 
more divisions than any other nation may furnish, to western defense. 

Senator Grorcr. You said just now that the French expenditures 


in Indochina during the same period they have been receiving aid or 


assistance from us amounted to something like $4 billion? 
Mr. Bruce. About 4 billion. 
Senator GrorGe. Is that in dollars? 
Mr. Bruce. That is expressed in dollar terms. It is not in dollars. 
Senator GEORGE. cp is expressed in dollar terms? 


Mr. Bruce. Yes, si 
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FRENCH TAXATION 


Senator Toney. When Secretary Acheson was before us, he spoke 
optimistically about his faith that France would be able to meet her 
budget requirements by taxation. How do you feel about that? Do 
you share that optimism? 

Mr. Bruce. Well, 1 hesitate to speak in front of the chairman of 
this committee about tax problems, but 1 will have to express a per- 
sonal view about it 

Senator Toney. He is a past master. 

Senator GEORGE. Oh, no. 

Mr. Bruce. | know he is 


Here is the situation in regard to French taxation. No subject that 
I know of has ever, it seems to me, given rise to so Many misunder- 
standings 

From our standpoint, are we interested in the equity of taxation in 
France or are we interested in whether France is pull her ow! 
weight? 

Senator Toney. We are interested in that she gets the mon 

Mr. Brecr. Hf it is the latter, let me say this: For so Cars | 
fora period of ford vears | would have to look this up he amo 
of money coll cted i) France Wy taxation proportiot oO th ) rhe hy 
national meome has been far greater, usuaily runing 2() ( 
ereater, than the amount of money collected in taxation u 


States mn proportion to oul respective national mecomes 
Secondly, france has during’ that whole Period been 1) second 
highest taxed western nation, Great Britain beine thr : the 


major Nations. 


Vhird, although the administration of the French tax » ‘ 
inefficient, although the tax system itself is extremely inequitabl 0 
far as the incidence of taxation is concerned, when omes 
tracting the most feathers from the goose with the least squaw 
has been an extraordinarily effective tax system 

If the evaded taxes, which are estimated to amou bout on 
billion and a half dollars a year, were actually collected 1 Ireneh 
tax authorities, you would have. beeause of the Urlo SVstem ol 
taxation, confiscation of many enterprises and confiscation of the 


whole income of many individuals 
What is the reason for that? The reason for it is that 


oo? cLU IN 
to the time of the French Revolution, when certain classes in the 
population were totally exempt from taxation, the French bull up & 
resistance to the ordinary, apparent forms of taxation, particularly 
income taxes as the years rolled on, and became more or less quiescent 


under the exactions of the tax gathere! When those exactions were 
expressed in terms of indirect taxation. 

About 75 percent of all French taxes are colleeted in indirect tax- 
ation. With us it is about 15 percent; in Great Britain it is about 40 
percent 

FAIRNESS OF FRENCH TAX SYSTEM 

Those who are interested im taxation from a so¢ inl po Int of View, 
whether wa S\ stem Is regressive or Progressive, could neve find. it 
seems to me, a better subject for Inquiry, or a better subject for 
complaint, than the tax-gathering system in France. It is true that 
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in France last year they collected over 100 billion franes in delinquent 
taxes. This year they expect to collect about 160 billion francs, 
roughly $450,000,000 in delinquent taxes. It is true that last year 
over 400 people were jailed and given penalties and sentences which 
are approximately 50 percent stiffer than anything that has ever been 
given by us for similar evasions. It is true that the number of people 
bei ing picked up is becoming greater and greater, and as I say, it is a 
most interesting subject for speculation and investigation. 

But it seems to me what we are immediately interested in is in 
having the French, although they are reforming their system, and 
so-called fiscal reform is one of the great things which the Pleven, 
Faure, and Pinay governments have advocated-—what we are inter- 
ested in is Whether the French are taking from their people in taxes 
collected the greatest amount of money which the population is able 
to pay without completely disrupting its own economy. 

On that basis my answer would be that they probably are, and I 
defer to you, Senator, if over 30 percent of a gross national product 
is not about all that a country can reasonably “stand in the way of a 
tax load; it has been usually considered in the United States that 
when you get over 25 percent of your gross national product collected 
in taxation, national and local, all taxes in the country, you have 
approached the margin of safety. 

Senator GrorGr. At least you have gone into inflation. 

Mr. Bruce. Well, there is inflation in Franc ‘e, rampant inflation, 
because of a great many reasons. It is the internal curse of France, 
just as the deficit in the balance of payments and lack of security are 
the two external threats. With that inflation there is going to be a 
rise in tax collections this year if one expresses them in dollar terms. 
[ think I would conservatively say that the statements that have 
been made to you on the subject of the collection of taxes in France 
in relation to gross national product are correct statements. ‘They 
include, of course, the social security system as the British accounts 
include it, and which necessarily must be included in any reckoning 
of how much the people contribute to government. 

The social security system is not included in the French budget. 
The French budget is a most confusing document, but I have spoken 
here of military expenditures. | distinguish them from what appears 
in the French budget for military purchases, because there are large 
sums in the French budget expended for military reasons, and par- 
ticularly in Indochina, that do not appear except in the civil portions 
of the budge tb. 

So this question of an analysis of the French tax system is one, as 
I said, that deserves study, but the result has been an effective collec- 
tion of about as much as that country can turn over to the central 
government without, in my opinion, gravely impairing its economy. 


‘TAX EVASION IN FRANCE 


I object as strongly as anyone could to the evasion of taxes, but I 
can’t help recollecting that human nature is such that those classes 
that evade taxes in France are going to be extremely difficult to collect 
from for a long period of time. 

What are the classes that evade taxation there, or who do not pay 
the full amount of their scheduled taxes? The farmers, the nonin- 
corporated business enterprises, and the professional men. 
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The farmers are subject to income-tax collection, but the real tax 
collected on them is through a tax on the assessment of land values. 

Senator Tospey. Henry George's theory. 

Mr. Bruce. I owna farm myself, and I know how difficult that form 
of taxation is to assess on farmers. 

With their professional men, France is not a country where trans- 
actions are ordinarily check transactions: they are cash transactions. 
And the professional man has become quite adept at pocketing his fees 
and having no record of what at least part of his fees are. 

As to the small professional man. remember, the average income in 
France is less than a third of the average income in the United States. 
Its gross national product is less than 10 percent of the gross national 
product of the United States. although its population is only a little 
over one-quarter of our population. ‘The small professional man with 
a small income is very difficult to catch up with. 

What is the third class? The third class is the nonincorporated 
businesses. France is a country of small business, but in the ordinary 
French family everybody works. The wife keeps what they call 
the cash box, because there is no cash register. There is a box of 
money and she always gets hold of it. The girls and the boys work 
around in the store. That business is not incorporated. As they 
don’t keep books, as they don’t make deposits in banks because 
there is still a widespread distrust of banks on the part of a great 
number of people in France, and the smaller the business the more 
they distrust the banks. They keep their money in cash, and how 
my friend Tom Watson and ail the business machine manufacturers 
in the world are ever going to make adent in the mass French market 
| don’t know, because as soon as you have a business machine you 
have to have a bookkeeper, and to ask the average French small 
family to employ a bookkeeper is something which would simply be 
beyond their contemplation, would make them extremely suspicious, 
and they wouldn’t do it anyhow. 

I am not being facetious about it. but that is one of the great 
problems, because the escapees from taxation in Franch happen to be 
what you would call the lower middle income taxpayer in this country. 

In your incorporated businesses. amongst the people whose money 
is invested money as distinguished from fly-by-night or racketeering 
money, there is very little opportunity, according to tax collectors. 
(and a very interesting group of them came over here last year and 
examined our system of taxation and began to apply a good many of 
our methods) there is very little escapism, because a few years ago 
the Government got a record of all the large landholdings, and of 
practically everything except capital which has fled from the country 
and sterile capital like gold bars. 

This idea of triple books in a corporation—all of you are familiar 
with corporate accounting, and you know it would be most difficult 
in a big enterprise to keep triple books. 

Senator Topry. Some men are in jail for it. 

Senator HicKENLOopER. You cannot keep triple books if there is 
an honest attempt on the part of the tax collector to find out. 

Mr. Bruce. It is the individual who goes astray, usually, rather 
than the identifiable large corporation. 

Senator HickeNLooper. There are certain countries Where the 
alleged tax collector knows that there are three sets of books, and 
he looks at one and settles for that. 
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Mr. Bruce. I will settle with vou, Senator, on the unincorporated 
businesses having a preference over the incorporated ones in that 
regard, because it is easier. 


GOLD AND DOLLAR HOARDING 


Senator Smirxa of New Jersey. Just in this connection I would like 
to ask you a question that was called to my attention the other day. 
The statement was made that probably there is in France and in 
Western Europe not less than seven to nine billion dollars in American 
currency, hoarded by people. Have vou ever heard that story? 

Mr. Bruce. Do vou mean gold? 

Senator Smiru of New Jersey. No; 1 mean primarily in greenbacks. 

Mr. Bruce. No; | have never heard any amount put on it. | 
would have thought that that would be far easier to check than gold, 
because | should think our Treasury people would have some idea 
of the amounts outstanding. 

Senator Samira of New Jersev. It may be that the gold was mixed 
up to a certain extent, but | had it called to my attention that every- 
body has overlooked this fact. Tam looking into it now. | wondered 
whether vou knew anvthing about it. That check could be made 
verv easy. 

Mir. Bruce. Particularly the currency might be checked, but the 


amount of hidden gold holdings in all the countric ‘sof Western urope 
and the far kK; St as well | would hi . iwucht to be im possi! le to 
ascertain Wi have ho idea, for example. of what the accumulation 
of cold in Russia is. [tis one of the mysteries, What in th e de vil he ave 
the Russians done with that enormous gold production which has been 


piling up? 

Senator SmitrH of New Jersey. I asked Mr. Bissell, with the ECA, 
and he wrote me quite a long letter on this subject, pointing out that 
attempts had been made to locate this gold, and it was practically an 
impossibilitv, and he did not comment on this other point I am making 
with regard to the currence: 

Mir. Brees | have no knowledge of the currency. The black 
market Currency disappears, l have not engaged in’ black-market 
operations myself, but IT would have thought vou would be more 
lil 
States, Central America, and Switzerland, and eventual transfers 
to the United States 


cely to find a portion in the form of deposits in banks in the United 


senator Hier ENLOOPER What Is the source, or has it slowed up, 
of the American curreney tr the free market in Lisbon that used to 
operale, and in Tangier? Was that considered to be Central Huropean 
money that came out after the war? 

Mr. Bruce. Tangier, as you know, is a huge international trading 
center 

Senator HickeNLooper. There is a free market in Lisbon, I under- 
stand, 

Mr. Bruce. When 1 was leaving there 1 was actually astonished 
to see an official exchange booth at the gate in the airport, and | 
took my escudos and asked that thev be exchanged for franes, and 
the manager said, “Wouldn't vou rather have dollars?’ 

I said, “Do you change for dollars?”’ and the manager said, “It is 
a matter of complete indifference to me.” That was 2 months ago. 
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ECONOMIC AID AND DEFENSE SUPPORT 


Senator Smirn of New Jersey. 1 would like to ask you one more 
question. You know we went through the motions of bringing the 
Marshall plan to an end, and 1 think that was done last vear. We 
use the expression now ‘‘defense assistance’ instead of economic aid 
on the theory that the whole aid program is geared to the military 
necessities, and what we are doing in the Wav Of economic aid is part 
of that operation. 


I get the impression from your testimony this morning, entirely 
aside from the Yearin?g of economic nid to thre military program that 


vou think we have to give economic aid to France 


survive and make any contribution at all to the military, and if sh 
is going to carry on her operations in Indochina 
\lr. Brees The effect of yvour defense assistance that what 


vou eall it? 
Senator Smiru of New Jersev. | think that 


{ the CAPressioh Used 


} 
Mir. Breuer. On a country like Franee would have 


a pervading i1n- 
' | 
fhuence Ove the whole economy. Chere would be 


SOTLV¢ eoncentra 
tion in the military sectors, but it is in the military 


<tors oO] thre 
French economy that that type of aid has now become an essential 
one, because it is the provision of those raw materials d 


hla riais 


rectly and 
indirectly related to the military effort which are most essential to 


provide for the French economy. 

Now, I suppose there is a certain bookkeepmeg balance, by ise uf 
the treneh had free dollars which othe rwise the were to pel QO! 
the derense effort for the purchase of defense materials, and the 
were relieved from spending the free dollars, and, although they do 
not happen to have them-—-this is in theoryv—thev were relieved from 
spending the free dollars in that way, they would then transfer at 
spend them for the hecessary imports in the nonmiulitars tems 0 
that the net result might be the same thing, but as | understood it 


the theorv of the defense assistance aid was to see that Americar 
money which went m that direction would contribut 
indirectly to the defense effort, and there would be tangible results 
received in the wav of production or in the wav of an increased 
military establishment in. the country to Which that aid has 


il peen 

devoted 
In the ease of France—-I can’t speak for the other countries—it ts 
an absolute essential unless the whole structure is going to break 


down and if France as a NATO partner is going to be able to 
participate to the extent she should. 

Senator Smiru of New Jersev. | think that feeling is very important, 
because there has been a lot of feeling that we should cut out a lot 
of economic aid or defense assistance, which is another name That 
will be attacked on the floor. Many people do not quite understand 
that. They think we are carrying on the Marshall plan under a new 
name, which of course it is not. We have put an end to the Marshall 
plan as such, but we are developing our MSA with this emphasis 
on the security end of it. 

Senator Torry. Mr. Chairman, | have been sitting here this morn- 
ing. It is the first time that | have met Mr. Bruce. | want to say 
before we think of recessing that I have been very much impressed 
with the presentation he has made and the fine answers he has given 


OHAGS 50 18 
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to our questions, and I say, ‘‘thank God we had a man like that repre- 
senting the United States in France.” I mean that very sincerely. 

Senator GrorGr. Thank you very much. I am sure Mr. Bruce 
appreciates it. 

Mr. Bruce. Thank you. 

Senator GrorGe. Mr. Batt, I don’t believe we will be able to get 
to you today. You may have to come back tomorrow. Would it be 
all right now for us to call General Olmsted around, and Mr. Cleveland? 


QUESTION OF EUROPEAN INTEGRATION 


Mr. Bruce. Mr. Chairman, may I trespass upon your time a little 
longer to say one more thing. If there is to be a record, I would like 
to get this in the record, and I know it is a matter of interest to all of 
you anyhow. 

| would like to deal very briefly with the question of European inte- 
gration, which covers, as you know, the Schuman plan, the European 
Army, and eventually, so it is hoped, a federation or confederation in 
Europe. 

The Schuman plan was designed for the pooling of the coal and steel 
resources of six nations in Western Europe. It is on the point of final 
ratification by the parliaments, and in all probability will soon come 
come into being. 

Connected with it are supranational institutions to which the par- 
ticipating countries have surrendered in certain degree portions of 
their national sovereignty. It will constitute a huge free trading area 
within its confines. 

The European Defense Community Treaty is, I think, about to be 
finally drafted. It should be ready some time early in April. It will 
then have to be approved by governments and submitted to the parlia- 
ments of the respective member states. 

It has been a most interesting exercise. It is a fascinating thing 
to think of, because it goes much further in impinging on national 
prejudices and national consciousness than did the Schuman plan. 
The Schuman plan, great is it was in the economic field, did not arouse 
some of the violent reactions both pro and con that the European 
army plan has. 

The European army plan as approved in principle by the NATO 
nations in Lisbon provides for a commissariat which in effect would 
replace the individual defense ministers of the six participating 
countries. That commissariat, which | assume will have a president, 
will have delegated to it certain portions of the sovereignty of the 
participating nations. There will be a council of ministers who will 
have great authority in the beginning. There will be a general 
asse mbly, which will be more or less the same as that of the Schuman 
plan. There will be a court which will have the power of review over 
the adherents to the treaty obligations, and in certain other respects. 

Here there have come into being, in the case of the Schuman plan, 
and there is every expectation that there will be a European army, 
two instruments which are more calculated to still the animosities 
which prevailed for centuries in nations in Western Europe than 
anything which has ever occurred in our time, and I happen to feel 
rather deeply about it personally, because of what I think its impli- 

cations are for us. 
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We have been dealing in connection with these military programs 
with a great variety of countries. We have had to deal with them 
on a bilateral basis. As regards those who join the European Defense 
Community army, in the long run I can think of nothing which is 
going to forward our policy to the same extent as this growth toward 
integration in Europe. 


NATURE AND PROGRESS OF EUROPEAN ARMY CONCEPT 


With regard to the European army, many people are hopeful that 
out of it and out of the Schuman plan development will come the 
formation of a real political union in Western Europe. There is cer- 
tainly a strong ground swell of popular as well as political sentiment in 
favor of it, but as that has not yet occurred, I would like to confine 
myself to the European army, and I will say just a few more words 
about it. 

Senator Witry. Has that been reduced to writing, this European 
army conception? 

Mr. Bruce. Yes, sir. It was in draft form, and should be in final 
form early in April, and practically every provision has been agreed 
upon. The army will be subordinate to the SHAPE Command; it 
will be used by SHAPE just as will any other group. 

The great distinction between it and a coalition army from a purely 
military standpoint is that you will have multinational forces at an 
army corps level. The divisions—I don’t know whether they are 
going to call them divisions, but at any rate the units of a national 
character—will be unable to break away and to operate on their own 
because of their dependence on what I call this integrated corps, 
integrated in the sense of being meaitintional It will be impossible 
for a nation to maintain its own forces once they have become incor- 
porated in this European army, and that is a very significant thing, 
because I think a great many Americans have been deeply posh ge 
over the prospect of the revival of a German national army and : 
German general staff, and no device which has been thought of in 
ever seemed practicable, except this one of the European army, so 
that you did not reconstitute a German national army and also keep in 
existence the national armies of these countries in Europe who have 
been so often involved in wars in the past. 

This device, if finally ratified by the parliaments, should do it. It 
will be interesting to see what transpires in connection with it, but 
that within a pe riod of the last couple of years it has come as ¢ lose to 
ratification as it now has is a matter really to marvel at. 

I was astonished at the Schuman plan, but I am dumbfounded at 
how rapidly this European army idea has taken hold. 

Senator Green. Is Britain still holding aloof? 

Mr. Bruce. Britain has declared that she will associate herself in 
the most intimate manner with the European army, but will not 
contribute contingents to it and will not become a party to the treaty 
which constitutes it. 

Mr. Barr. Would it be appropriate for me to read a telegram at this 
point that I have just received? 

Senator GreorGe. Surely. 
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Mr. Barr (reading): 


All papers feature Eden’s proposal in the European Committee of Ministers 
to eoordinate the Council of Europe with the Schuman plan and EDC. After 
pointing out that the amended constitution for the Council of Europe would be 
prejudicial to British relations with the council and make such relations very 
difficult, he proposed to coordinate the council with the two communities in the 
process of formation. The Assembly and Committee of Ministers could meet 
sometimes on a 6-power basis to deal with affairs of these two organizations, and 
sometimes on a 15-power basis to deal with the larger program defined in article 
| of the statute. 

rt remodeling would make the Council of Europe an integral part of the 
European community It would be given valuable work to do. The duplicatio 
of European bodies would be avoided. The Schuman plan and EDC would b 
provided with ready-made machinery, and countries like the United Kingdom 
who desire a close link with the European community, could be associated appro 
priately with parliamentary and ministerial institutions in the community as 
well as its executive orders. Press reports sympathetic 

I thought you might be interested in that. 

; : 

Senator GrorGe. [ think you can agree, Mr. Bruce, that Western 

. | { mnie stall 

Europe has taken a most significant forward step toward integration, 
if it ever goes to complete political mtegration, within the last 3 or 4 
vears, that we have seen in our time. 

Mir. Bruce. | would amplify that by saying that we have seen 
within modern history, at least 

Senator GREEN. Ever since the davs of Napoleon, and that was 

j Noy: 
military rather than political. 

1 s . } 

Mr. Bruce. Senator, | have finished. 


NATURE OF DEFENSE-SUPPORT AID 


There is one thing that I would like to suggest, if | may. IT had 
some remarks to make about the defense support, which as I saiedl | 
am. unfamiliar with. I have never read the act and have not dis- 


cussed it with anybody, and so that the record might be quite clear, 
would you mind if I asked whether Mr. Wood would care to say 


anything that would clarify this subject? 

\Ir. Woop. Mr. Chairman, it would take me just a minute. [am 
a little fearful, and there has been some misunderstanding, not as to 
the purpose, but rather as to the nature, of the defense support; that 
is, the commodities which might be included in defense support. 

4 \1 ° 1 . : 

\s Mar. Harriman said, when he was before the committee, the 
defense-support commodities which we are proposing to. finance 


through this defense support are not in all cases solely confined to those 
commodities which can go, and would go, directly into the production 
of munitions. The theory of defense support is that it would finances 
those commodities and raw materials and tools which a given country 
requires in its economy in erder that that economy may produce both 
for the sustaining of life in that country and for defense purposes. 

So that, to be specific, it would be possible, under defense support, 
for us to finance the importation of cotton, let us say, into France, even 
though that cotton did not go into uniforms for soldiers, or into 
explosives 

I think the best way to understand the theory of this is to point out 
that defense support can consist of commodities of any essential type 
which, if the COUNLLY did not vel assistance in paving for. it would still 
have to import and therefore it would have to pay for itself. Under 
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those circumstances, it would be forced to divert some of its defense 
effort into exports in order to earn the money to pay for those goods. 


DIFFERENCE IN PURPOSE OF ECONOMIC AID AND DEFENSE SUPPORT 


[ just wanted to make that point clear. It is the purpose, and not 
the type of the commodities, that is important in considering this 
question of defense support. It will consist not only of steel or coal 
or copper. It might well be cotton. In the case of Great Britain, for 
example, it is bound to be the import of wheat that we would finance, 
because wheat is one of the major items which Britain must import 
from the dollar area if the 55 million people on that little island are to 
have enough food so that they can raise an army and carry on pro- 
duction in that country. 

Thank you very much for letting me make that statement 

Senator Gitterre. Mr. Chairman, may I comment there? 

Under that definition that you have just stated, Mr. Wood, it would 
cover the whole field of commodities, any commodity that an importing 
nation needs that might divert the material to be used in munitions 
to the purchase of that commodity. 

Mr. Woop. It could do SO; yes. 

Senator GitLeTre. Then there is no limit to the purpose, as you 
have stated it. There is no limit to the field of commodities that can 
be paid for by this money that is made available. 

Mr. Woop. That is correct, sir, except for that limit which the 
country itself or, when we issue the procurement authorization, might 
place on the ground that it was nonessential. But there would be 
under this theory no limit, and there is no intention, as Mr. Harriman 
| think made clear, to pull the wool over anybody's eves and pretend 
that the form which the commodities might take under defense sup- 
port would in all cases be solely confined to steel and those other things 
that go directly into munitions production, or that their form would 
in all cases be any different from the form of the commodities which 
we financed under the Marshall plan. The essential difference is the 
purpose for which this is being done; it is the demonstration that if 
those commodities were not available and could not be paid for, and 
providing they are essential to that country, that country would have 
to divert its defense production and its defense expenditures to manu- 
facture for export in order to pay for them, and that, therefore, if those 
commodities are not available and financed, it would mean a sub- 
stantial reduction in the amount of defense expenditure and defense 
production in the country concerned. 

Senator GitLetTre. Where would the determination be made as to 
essentiality? 

Mr. Woop. The determination would be made both by the country 
mporting and by our organization. 

Senator Gitterre. Thank you. 

Senator GeorGE. Do vou have any thing else to say 

Mr. Bruce. No, sir. 

Senator HickENLoorER. May | ask the Ambassador a question, 
Mr. Chairman? 

Senator GrorGce. Yes 


» 
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ATTITUDE TOWARD GERMANY 


Senator HickenLooper. Mr. Bruce, how deeply is the fear of an 
economic resurgence of Germany affecting the question of unity there? 
By that I mean to refer to things I heard ‘this fall in two or three coun- 
tries to the effect that if too close economic integration were achieved, 
if things were united into too close a package, that the industry and 
organizing ability of the Germans would come to the top, not neces- 
sarily in a military way but would come to the top. In 10 years 
Germany would, by its industry and organization, completely dominate 
the economy of Europe and, in effect, gain in peacetime what she 
could not gain in two wars. That fear is there I think, in Austria, I 
think in Italy, and I think in France. Whether it is dominant at all 
in the thinking of individuals in Great Britain, it nevertheless is 
present there and may be part of the reason why Britain is going to 
hold itself aloof from becoming entrapped in any kind of death 
sentence of that kind in surrendering to the German organizing skill 
and ability. 

| wonder how much that is affecting the speed or the slowness, or 
whatever we might call it, of unity. 

Mr. Bruce. It is a factor which had a very considerable influence 
in the debates that raged both in and outside of Parliament on the 
Schuman plan. There is an apprehension on the part of some business 
interests in France that, thrown into a common pool with the Germans, 
superior German organizational ability—— 

Senator HickenLooper. And work. 

Mr. Bruce. The French would question that, but the German or- 
ganizational ability, particularly in connection with the products of 
the Ruhr, might give them an advantage if the competition were 
absolutely free and open in a common trade area over the French, 
and I would imagine that the Italians would entertain somewhat the 
same fear, especially their steel industry, because it is an industry 
which is dependent so much on the imports of its raw materials, as 
compared with the French, who have a certain protection in their 
own ore resources. 

That debate was successfully disposed of, but it goes to the heart 
of something which is very important in Europe. 

The nature of the European economies in the past has of course 
been autarchic, each country trying to build up a protective wall 
around itself so that not only were the larger units protected by that 
wall against a free inflow of foreign goods on a purely competitive 
basis, but they kept alive during the process the producers in the 
industry who were noneconomic producers, and that was particularly 
the situation in France because of the fact that the overwhelming 
majority of businesses in France are very small businesses, and of 
those small businesses the overwhelming majority of them are family- 
owned, and in most cases they are family-operated. 


GERMAN AND FRENCH INDUSTRIOUSNESS 


Senator HickenLoorer. But I learned this, for instance. In No- 
vember we were told that in this last calendar year, as of December 
31, Germany, with all of its homes completely destroyed, had com- 
pleted 350,000 housing units in West Germany, and France, which 
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suffered no physical destruction comparable to Germany in any way, 
shape, or form, had only been able to finish 50,000 housing units. 

The Germans had simply gone to work. The Germans during 
these last few years had in various degrees worked their 9 hours 
during the day, as many as there were in the family who could get a 
job, and would work for a pay check and contribute 2 or 3 hours : 
night rebuilding roads, sometimes, or rebuilding churches, rebuilding 
public buildings by contributing time. It is that kind of either 
voluntary mdustry or disciplined industry, I don’t know which, that 
the Frenchman and the Italian feels is dangerous, because he likes 
to sit around and have his leisure, and he is not so given to contribut- 
ing anything to anvbody. Therefore he just fears that the industry 
and the organizing ability of these Germans will bring them to the 
top if they get themselves into a control organization of some kind 
where they are only one voice out of several. 

Senator Topry. That is where the old song originated, 1 Can’t 
Give You Anything But Love, Baby. 

Mr. Bruce. Senator, let me answer that, if | may, in this way. 

As regards housing, I don’t know how many units were finished in 
the year 1951. The program for 1952 in France is 200,000 housing 
units. My own guess is that local Frenchmen are not nearly as 
likely to engage in reconstruction of French damaged buildings on a 
community basis. They are much more likely to go off and work on 
the nearest farm in what remains of their spare time. 

A comparison of the industry of one people as against another I 
think is a very dangerous one to make. However, | must say that I 
do think if I were a Frenenman | would have very grave doubts as to 
whether, in entering into open competition with the Germans I 
would not suffer a disadvantage, especially if I were operating a 
marginal industry. 


FRENCH ATTITUDE TOWARD SCHUMAN PLAN 


On the other hand that question, as I say, has been decided. It 
has been decided on the political level, decided without much protest, 
with no widespread protest from the people. It is a popular idea; 
the enactment of the Schuman plan is popular. How it will work out 
in practice, whether it will prove to be disadvantageous to France, 
| think only the future can say. One cannot foretell it now. I per- 
sonally believe in it enthusiastically. 

But the French industrialists who are engaged in the steel business, 
for the coal business is nationalized in France, and who, as | say, for 
the most part opposed the Schuman plan, now do not seem to enter- 
tain any great fear that they are going to be competitively at a great 
disadvantage vis-A-vis the Germans. 

When I say that, we must remember that in the period between 
the wars Germany industry in the Ruhr really dominated the whole 
of Europe, and the French as well as other nations in Europe are 
familiar with the skill of the Germans, with their organizing ability, 
with their capture of markets, and so forth, and after all they have 
gone into this Schuman plan, and the nations engaged in it—-Luxem- 
burg, Belgium, France—have been those who have been most subject 
to German competition in the heavy industries. 
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The Authority itself possesses certain powers so that each is pro- 
tected from certain unfair practices, but to my mind one thing which 
many Frenchmen are enthusiastic about in connection with this free- 
trade, highly competitive market is that for the first time in Europe, 
so far as | know, in modern industrial Europe, the system of cartels, 
which dominated European industrial life, has been done away with. 
It has been done away with in the steel and coal business. 

Senator HickeNnLooper. It has not been solved in Germany, has it? 

Mr. Bruce. It is bound to be so far as the Schuman plan is 
concerned, the steel and coal aspec ts of it. 

| would like so take up one further thing, if | may. If vou have been 
told that that will have an influence on a European union, [ think that 
that would be a mistaken deduction, because actually this urge toward 
military federation and political federation is an entirely different 
thing, agg indirectly the economies of the countries will be 
affected by i 

I was the aii ‘rican observer at these European army conferences, 
and in connection with that this question which vou have just men- 
tioned was never brought up in the interminable meetings, in all the 
discussions that I heard. It has been raised in connection with the 
so-called green food pool, where the theory of the pooling of all agri- 
cultural products along the same line as the coal and steel in the 
Schuman plan was first suggested and later abandoned because of the 
competitive disadvantages that certain nations thought they might 
be in if a supernational authority took charge of the distribution and 
there were open competition in the case of all agricultural products. 
They are getting at the green pool in another way. 

It is an interesting thing to follow, but L would say in closing that 
I don’t think it is going to have an influence on this political federation 
or the European defense community. 


EFFECT OF BUROPEAN UNIFICATION ON FREE ENTERPRISE 


Senator HickeNLoorrerR. One more question, if [ may. Are the 
Schuman plan and the other programs for unification in Europe 
moving along now? Are they increasing or decreasing the incentives 
for private venture, or are they increasing government manipulation 
and control of industry and the economy? 

Mr. Bruce. Well, my answer to that is that theoretically, at least, 
they should increase private competition, and for this reason, that 
if you take a comparatively small area like France, and if you have 
to protect your industries ceaselessly against outside competition by 
the erection of trade barriers, by rebates on rail transport and all the 
other methods used by import restrictions, quantitative or qualita- 
tive or whatever it may De, quotas and so forth, vou really strike, 
seems to me, at the heart of free enterprise; for/this reason, that vou 
have to have such a mass of government boards supervising the 
protection of your private interests against competition that in the 
long run you simply tie vour private industry up completely. 

Now, the reverse of that, or not the reverse of that but the theory 
of it, is that in this Schuman plan high authority vou will have a 
body of administrators who are international in character. They 
would see that there were no unfair competition. 
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Now would that, in the case of any or all of the countries, tend to 
increase private enterprise? To my mind it depends on who th 
individuals are and how they operate. If they operate properly, | 
would say that private enterprise had suffered in Europe a grea 


liberation. They will have lost just one thine The people who 
controlled the large units in the Belgian, French, Luxembure. and 
German steel ind IStries will ho longer be able to make thew own 


cartel arrangement between themselves, which has almost alwavs 
resulted in 2 reduction of output and hich prices 
Our theory under private enterprise has been that as vou expanded 


vour production vou increased your markets. Whether that will 
come to pass under the Schuman plan remains to be seen If it does 
1 would think it would have been a great liberation of private ine 

one from the control exercised by a few dominatu o i es in tho 


particular private industries in the past, plus the greater interference 


which has alway s taken place on the part of the go ents con 


cerned 
senaol Li KENLOOPER Is it possible that their svstem ma 


moving from a type of private cartel arrangement into a government 
cartel? 

Mr. Bruce. That is the question that is always raised. It is not the 
design of the plan. In fact, it is entirely contrary to the philosophy 
of the plan, and that again will depend on whether or not the orgai 
tion Is wisely administered, 1 think there is no question of tl 


above all 

Senator HickeNLooprer. Will the Schuman plan and these othe 
plans attempt to control prices of products in any way? 

Mr. Brucre. No 

Senator Hickuniooper. Either through the device of allocation o 
direct rerulation? 

Mir. Bruce. No 

Senator HicKenLoorrr. | guess that is all, Mr. Chairman 

Mr. Bruck. It has the power only in times of critical shortage 

Senator HicKENLOOPER. They have had it. then 

Mr. Bruce. No. 

Senator HickenLooper. If thev have the power, they will exercise 
it, | think, without doubt. 

Mr. Bruce. We are constantly directing materials in critical short- 
ages with our export controls, 

Senator HickeNLoorrrR. That is exactly what stimulates my ques 
tion, because we are stifling competition in this country, in my view, 
in controlling prices and controlling private enterprise through the 
devices of allocations or price control. | am not going to argue 
whether that 1s good or bad or indifferent at the moment, but that is 
what we are doing. 

Sometimes I think the power which is in existence is arbitrarily 
and unnecessarily used, simply because it is in existence, and excuses 
can alwavs be found to regulate or to allocate, but this will be on an 
international basis over there and will be a matter of some considerable 
power to determine. 

Mr. Bruce. I have not read the treaty for some time, but the 
Schuman plan I think I can sav with perfect confidence confers on 
the central executive no such powers approaching in any degree the 
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kind of controls that we at present exercise over portions of our 
economy. 
HOUSING AND RENTS IN FRANCE 


Senator HicKeNLooper. Take just this rough illustration: France 
has never lifted rent controls since World War I, has it? They still 
have rent controls in France, do they not? 

Mr. Bruce. It has changed. 

Senator HickenLooper. There has been an emergency under the 
French theory that has kept rent controls on for a long, long while. 

Mr. Bruce. You know, the reason for it has been one of the most 
baffling things that ever happened. In spite of the changes which 
have been made in the last few years in giving the landlord the right 
to raise his rent, the average wage earner in France pays for rent, 
light, and heat approximately 6 percent of his wages. Here I think 
the figure is around 16 or 17 percent, approximately. 

The result is that there is a tremendous opposition in France to the 
type of legislation which I believe in the long run would be the wise 
type, which would release money for investment in housing. 

Senator HickKENLOoPER. Nobody will invest in housing at the pres- 
ent rate of return, will they? 

Mr. Bruce. Anybody would be very foolish who did, and that is 
an instance of governmental control, and that has lasted since 1920, 
and for a long time the rents in France were predicated on the rental 
value of a property in 1920, when the depreciation of the france had 
been such that a frane last year, for instance, to give you an example, 
had a purchasing value of about one-seventh of 1 percent of what it 
had in 1914, and since the liberation, from 1944 to 1951, the frane 
had depreciated to a point where it ee a purchasing value in 1951 of 
only 15 percent of what it had had 7 years before. 

That has not been reflected in any rise in rents, and I think it is one 
of the reasons why the housing situation in France is as bad as it is, 
coupled with the fact that the destruction—I would like to refer to 
what you said about Germany for a minute—of housing in drance, 
like the French losses of manpower in their Army in the Second World 
War, are another thing which I think has never been sufficiently ex- 
plained by French publicity agencies or in hearings before the American 
Congress. It is a very important point. 

The second is extremely important, but I won’t get into that. 

In the First World War, when France was constantly a battlefield, 
and although there wasn’t the quick sweep-through that there was 
in the Second World War, the physical destruction was very much 
less than it was in the Second World War. In the Second World War 
it was approximately 2,000,000 homes, of which 500,000 were com- 
pletely destroyed, and a million and a half were destroyed to where 
they required major reconstruction. That does not include any of 
the buildings beyond that which were damaged. 

As the majority of those buildings were dwelling houses, the politi- 
cal clamor for reconstruction, which is a large item in the French 
budget, has been an overwhelming one, vat I would say was ae 
the great priority in the drawing up and the carrying through of : 
budget in France. 

The reparations or restitution for property, particularly dwelling 
property, damaged or destroyed during the war, is a major item in 

the budget. 
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Of course, the destruction is not on anything like the scale it was 
in Germany, but I do believe that when we talk about reconstruction, 
there has been this perfectly appalling standard on which rentals are 
based, and that has been followed consistently for political reasons. 

Senator HickENLOopeER. It is just a simple rule that if people with 
private capital can’t get any return on its investment and loses money 
they are not going to invest. You can still rent an apartment if you 
know the ways and means of induci "ing the persons who go there by 
round-the-corner deals and so on, and you still pay through the nose 
for a place. 

Mr. Bruce. There is real tragedy in that, Senator. 

(Discussion was continued off the record.) 

Senator Grorcr. Mr. Ambassador, we have appreciated your ap- 
pearance here. Your statement has been most helpful to this com- 
mittee. J am sure all of the members of the committee will agree to 
that. 

Senator GREEN. We certainly do. 

Mr. Bruce. | am sorry to have been so long, sir. 

Senator GrorGe. That is quite all right. This is an important job 
that we have, of course, as you realize. We want to spend as much 
time as We can on it. 

General, could you give us briefly, now, the country program for 
France, from the Defense De ‘partment? 

Is it agreeable to the committee to hear the general at this time? 

Senator Smiru of New Jersey. What is your plan, Mr. Chairman? 
Are you going to recess at 1 o’clock? 

Senator Grorce. We have to recess just before 1 o’clock. 

Senator Smiru of New Jersey. Is this the only chance to hear the 
general? 

Senator GrorGe. Oh, no. The general will be back tomorrow. 
This will be only on France, however, and we will have him here for 
the other countries later. 

We thought we might get the total pic ture on France tod: ay, if vou 
will just tell us the Defense Establishment’s program under this bill. 


STATEMENT OF GEN. GEORGE OLMSTED, DIRECTOR, OFFICE OF 
MILITARY ASSISTANCE, DEPARTMENT OF DEFENSE 


General O_mstrep. Mr. Chairman and gentlemen, I will try to 
make this just as rapidly as I can, and if I go too fast and you wish 
to interrupt, please feel free to do so. 

I am the Staff Officer on the Staff of the Secretary of Defense 
charged with the responsibility of monitoring this military assistance 
program. I would like ve ry brie fly to vive to you the mechanism or 
procedure that we use in establishing these requirements, in con- 
trolling the delivery and in supervising the end use after the items 
have been delivered, in order to make it plain to the committee that 
great care is used from the beginning to the end of this process to avoid 
waste or dissipation of American resources. 

First I would like to offer for the record, if it is satisfactory with you, 
a statement from General Handy. General Handy is our Commander 
in Chief for Europe, for the Army Forces, and in addition to that job 
he is the representative of the Secretary of Defense in Europe for the 
administration of this program. In this statement he does cover, from 
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the strictly United States point of view as opposed to the international 
point of view which we heard so well from General Gruenther vester- 
day, both the procedures and the safeguards, and his evaluation of 
what we are getting over there as a result of the program. I will not 
review it, due to the pressure of time. 

The document referred to is as follows:) 





Report BY Gen. THomas T. Hanpy, Unitrep States Army, UNrrep STatEs 
Minirary REPRESENTATIVE FOR MILITARY ASSISTANCE IN EUROPE ON UNITED 
ATES MILITARY ORGANIZATION AND PROCEDURES FOR MILITARY ASSISTANCI 
WESTERN EUROPE AND ON THE MiLirary DEFENSIVE PosTuRE IN WESTERN 
KkuUROPE AND THE Errect oF UNiTrEep Sratres MILITARY AsstsTANCE THEREON 
\ { ted Sta iT representative for militar 1s~ unce WY I rope 
I am res le to the S iry of Defense and the Joint Chiefs of Staff for the 
I 2) | sta wutary Ls st provera lt thy | ropea 
N \tla NA i This report outlir ri \ e United States 
iu! ’ i ( res rr diseh e 4 "1 I pol i nd 
1 \ } ) s which has ba« nade toward idequate 
i! ete I Stu ! \\ CT ku p wd of | part which tl \I if i 
Ne) Program \IS] 1 1 ts predece sor, tn M if ial Defe S ASSIS nee 
i’ i VID | na pilaved 1 fil effort \I ( ilua i DA t Upol 
! 1 1) I | ta l ? i ro | To Tie i- 
11 } of loint ¢ f Sta Joint Repr nta 
yp n co! c t mv duties as the Defense Department member 
the ] pean Coordina r Committee; and from periodic reports made to 
Joi American Military Advisory Group, Europe (JAMAG 
l N VJ Oraar on fe V/ wy Assistance 
i } ~ 1 | i i Ing Gdayv-to LV ¢ rit t Wil tt pt hnMing 
} rie il ) i tarv Aspects ol ) ed Sta mil irV Assl ce 
D f JAMAG, who with his staff, is located in Londo His principa 
tary t fi tO? ry thi of equipment end ite?! T eri 
tri ng progra r and implementation, and of providing military policy and 
operational dir 1 for the Military Assistance Advisory Groups (MAAQ’ 
\ are under my military command and which are stationed in the European 
NAT countri Che JAMAG joint (Army, Navy, Air Force) staff works very 
| ly with the other Uni i States regional agencies and coordinates the military 
portion of the progran h the Office of the United States Deputy Representative 


North Atlantic Council, for political aspects; the Office of the Special Representa 

ve for the Mutual Security Agency, for economic aspects; and the Office of the 
United States Repres tative, North Atlantic Defense Production Board, for 
matters relating to I uropean production. 

b. The MAAG is the military element of the United States Country Team 
which also includes the Embassy and the Mutual Security Ageney (MSA) Mission 
Mach MAAG is likewise a joint organization. It carries out the military portion 
of the program, and is responsible for equipment and training programing and 
implementation, for requisitioning, and for receiving and turning over equipment. 


It also renders guidance and assistance to country authorities in appropriate 
military fields and keeps under constant surveillance the ability of the country t 
recei\ store, maintain, and operate matériel. The MAAG works in close 
coordination with its State Department and Mutual Security Agency counter 


parts, especially in matters related to indigenous military production. 


Pelationship of United States military organization with SHAPE 


intirely separate and distinet from this United States military organization i 


the international military command agency, Supreme Headquarters, Allied 
Powers—Europe (SHAPE), with its subordinate commands. We recognize that 
close coordination must exist between the United States agencies responsible for 
the military assistance program and the SHAPE organization. The need for such 
coordination has gradually increased as SHAPE’s plans and operations have 
developed. Because of the international nature of his position, however, the 
Supreme Allied Commander, Europe (SACEUR), has naturally not desired to 
assume responsibility for what is strictly a United States program. On the other 


l 
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hand, he has properly made known to us, through his United States element and 
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on the basis of his foree requirements and his plans for the build-up and employ- 
ment of those forces, his views as to priorities for allocation and delivery of 
equipment. This information is taken into full consideration by JAMAG and 
the MAAG’s in both planning and implementing equipment and training pro- 
grams. To this end, close informal working liaison has been developed between 
JAMAG and the United States element in SHAPE, and between the MAAG’s 
and the United States elements in appropriate subordinate NATO commands 
Actual programing and implementation are, however, entirely United States 
matters, and final responsibilities and decisions rest with the United States 


4, Military situation existing prior to initiation of program 

a. Before I explain how this United States military organizat 
assistance in Western Europe operates and outline what it bas done so 
that it would be useful to sketch briefly the military situation in that 


on for military 
ar, I think 
area before 


f 


the program was initiated. First, it must be remembered that most of our Euro- 
pean allies suffered seriously during World War IT in losses of manpower, resources, 
and productive means. Moreover, with the exception of the United Kingdom and 
Portugal, their military services were wrecked and their military equipment 


whien 


largely destroyed. Our allies, therefore, had a very poor foundation upon 

to reconstruct their military forces. On the matériel side, they were forced to 
begin their rebuilding with odds and ends of equipment which were salvaged after 
the German surrender, or were acquired subsequently from the United States, t] 
United Kingdom and various other sources. On the personnel side, they wer 


faced with a shortage of officers and of NCO’s since relatively few had been trained 
since quite early in the war. 

bh. The pressing military needs, then, were for equipment and training. Given 
sufficient time and the will, I believe that our allies could have filled these needs 
largely through their own efforts. However, with increased evidences of Soviet 
aggressiveness, time became the essential consideration It was concluded that 
our NAT partners could not achieve the goals called for by the North Atlantic 
Treaty Organization (NATO) defense plans unless they were given substantial 
United States assistance. Such assistance included United States equipment and 
training, production knowledge, raw materials, and economic aid to support 
basic economy upon which the military effort would rest 

Prine ple s and procedure s governing equipment programing 

a. (1) With regard to equipment assistance, let me first mention some of the 
basic military principles governing the giving of such aid, whieh have actua 
served to stimulate countries to make greater defense efforts themselves Phese 
principles are consistent with the thought which underlies the whole program, that 
primary responsibility rests with each NAT country for raising, maintaining, and 
equipping its own forces, and for obtaining all necessary goods and services fo 
those purposes. Jlowever, we must keep in mind that urgent objective of creating 
effective defense forces rapidly. The principles themselves are contained in the 


broad programing criteria which the Joint Chiefs of Staff furnish to responsible 
agencies preparatory to the development of a program for a given fiscal 
These criteria are 


a) Equipment (as well as training) needs for forces must conform to the for 


requirements approved by the North Atlantie Couneil and be based o1 

for, and the ability of, the country to absorb and utilize the equipment requested 
bh) Combet forces should be equipped so as to approach a performance capabi 

ity comperable to that of similar United States units. However, the scale of 

equipment should be related to the missions which the forces are expected to 

execute and to the conditions under which they are expected to operat Also, 

most foreign forces are accustomed to Operating on a mor austere ba 4S 


regards mechanica! equipment and matériel to provide for the health and comfort 
of the men, than are United States forces 


c) Generally speaking, items supplied should be those primarily for military 
application, especially essential combat weapons. Other items, such as food, 
clothing, medical supplies and POL should be furnished only under special 


eircumstances 


d) In general, common (commercial) spare parts, 


otherwise procurabie bv the 
requesting countries, such as spark plugs and tires should not be provided. 

e) Finally, but importantly, equipment should not be furnished to any co \ 
which can, within the time phasing called for by the Medium Term Defense Plan 
MTDP), produce or otherwise obtain the same or comparable items within that 
country Or in any other country. 
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b. (1) I feel that it would be helpful if I now reviewed briefly how we applv 
these principles in programing equipment assistance. Each country has commit- 
ments to furnish definite Army, Navy, and Air Force units in accordance with 
NATO plans, and to provide certain vital forces needed to support these units. 
On the basis of these commitments the MAAQC, in collaboration with the local 
military authorities, determines the deficiencies of the particular country in the 
equipment required to place those units in combat readiness. In this determina- 
tion, the MAAG is guided by the foregoing programing principles. The United 
States Country Team then makes a critical review of the deficieney list, and 
articles which it is felt the country is able to manufacture or to procure locally or 
elsewhere are deleted. A tentative program is then prepared by the MAAG, 
within anticipated monetary ceilings if available. 

(2) The deficiency list and tentative program are next reviewed at the regional 
level, where JAMAG again applies the programing principles which I have 
mentioned. The lists are also studied by SUSREP with view to determining 
what items might be screened out on the basis of over-all European production 
capacity. In addition JAMAG, in coordination with the United States element 
of SHAPE, formulates priority recommendations for the division of such funds 
as may become available, between countries and between services in those 
countries. 

(3) The deficiency lists, screened tentative programs and priority recom- 
mendations are then taken to Washington where they are further reviewed by 
the services in the light of over-all requirements, United States production 
capabilities, and other considerations. When monetary ceilings become reason- 
ably firm, the programs are again screened and are refined at all levels, before 
being finalized. 

c. It can therefore be seen that a given program does not represent a ‘‘European 
shopping list,’’ or a superficially considered blanket requisition for United States 
equipment. Rather, it represents a carefully screened, integrated, and coordi- 
nated effort to determine those essential military requirements of European 
NATO forces which the countries cannot themselves provide within the time 
limits set by the medium term defense plan. 


6. Objectives, scope, and status of equipment programs 

United States equipment assistance has so far been programed under three 
programs—those for fiscal vears 1950, 1951, and 1952. <A proposed program 
for fiscal year 1953 is currently under development. 

a. The fiscal year 1950 equipment program ($890M) had as its objectives: 

(1) Army.—To meet, to the fullest extent possible, the deficiencies in major 
items of equipment for the divisions which existed in the NATO area at the time. 
The items furnished consisted in most cases of World War II types of ordnance, 
signal, and engineer equipment which were available from existing Army stocks. 

(2) Navy.—To modernize those naval forces which existed in the title I 
countries in 1949, by providing up-to-date combat and training equipment. 
Emphasis was placed upon antisubmarine warfare and minesweeping through 
the supply of antisubmarine warfare vessels and equipment, and minesweepers. 

3) Air Force.—To equip fighter, bomber, and transport squadrons—and 
training units—of existing NATO forees by providing aircraft, spare parts and 
aeronautical equipment—such as field and organizational equipment, electronics, 
ordnance, and other logistical support equipment. The majority of this equip- 
ment was supplied from existing Air Force excess stocks. 

b. The consolidated fiscal year 1951 equipment program ($3.8B) had as its 
objectives: 

(1) Army.—To meet, to the fullest extent possible, deficiencies in major items 
of equipment for the divisions in being and mobilizable by D plus 15 days. Much 
of the equipment involved required new procurement and included many of the 
most modern-type items adopted as standard by the United States Army, such 
as improved antitank rocket launchers and the latest medium tanks. 

2) Navy.—Further to modernize and equip forces in being during 1951 and 
to provide ships and aircraft for the forces which the countries planned to have on 
hand by January 1, 1953. Emphasis was placed upon furnishing additional 
escorts, mine sweepers, and antisubmarine warfare aircraft and upon harbor 
defense and antisubmarine warfare equipment. 

3) Air Force.—To equip additional fighter, bomber, transport, and tactical 
reconnaissance squadrons and training units by providing aircraft and spare 
parts and other aeronautical equipment. The program called for procurement 


and provision of jet-type fighter-bomber and tactical reconnaissance and trainer 


aircraft in addition to the types supplied under the 1950 program. 
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c. The fiscal year 1952 equipment program ($4.7B) 
To supply certain maintenance e 


(1) Army. 
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quipme nt, 


had as its objectives: 
supplementing 


the 


fiscal year 1950 and 1951 programs, and to furnish certain major items of equip- 
days. Special emphasis was placed on the 


ment for forces mobilizable by D plus 90 


equipping of certain high priority units designated by SHAPE, 
graming of certain selected major items such as tanks, 


duction lead time. 
(2) Navy.—To supply certain main 
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fiscal year 1950 and 1951 programs, and to furnish certain major items of equip- 
ment required to round out and bring the navies into balance in accordance with 


over-all NATO plans. 
(3) Air Force.—To supply certain 
the fiscal vear 1950 and 1951 program 


commitments. 


maintenar 
Ss, and to 


we equipment, 
furnish certain 


States furnishing aircraft engines and related accessories. 


d. The objectives of the proposed fi 


submitted to Washington, were: 
(1) Army.—(@ 
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Provision was made in this program to permit the 


in Canada of 395 interceptor-type aircraft for the United Kingdom, 
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(c) To furnish a small war reserve of ammunition and spare parts. 


(2) Navy. 


and equipment for current Air Force 


the median term defense plan. 
Objective 8, scope 


a. So far as 


, and status of trainin 


I have emphasized maté 


commitments of NATO 
(b) To provide like equipment for an increase of country forces over current 
country commitments based upon the force requirements of the 
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consume the great bulk of available funds. How 
ing program, while relatively inexpensive, is of at least equal importance 


b. It is obvious that an item of equi 
of it properly. 


program. 
technical assistance which they themsel 


bined training facilities, cannot provide; 


supported by Allied governments when United States participati 


pment, ne 


ves, using 


riel aid; and equipment 


To provide essential combat equipment required by 
support of the major naval units committed to the NATO defense plan 
(3) Air Force.-—(a) To provide initial unit and peacetime 


countries in 


attrition 


air 


countries 


so-called 


air plan, which integrates revised country Air Force plans for contri! 


does, 


ever, I consider tl 


» matter how modern, depen 
for its effectiveness upon the ability of those who operate 


their own reso 


Finally, this training gives the United States an opportunity 


military doctrines and procedures, the value of 


last that of many items of equipment fi 


ce. (1) Training under the military assistance 


installations in the United States, in t 
United States occupation zone of Germs 
by means of United States training tear 
assistance training, but the MAAQG’s ev 


irnished. 


raining es 





and we assist in the estal 


lt to use 
Thus the primary objective of military assistance 
insure proper operation and maintenance of equipment 


to 


i 


anv, and within the countris 


ms. The countries must 
aluate the 
assist materially in the formulation of their requests. 
the MAAG’s principally undertake to tailor 


Q 
countries’ trait 

In pertorming 
military assistance 


¢ 
l 


Y 


and take « 


at 


( 


uatiz 


¢ 


CO 


the t 


i 


training 


K 


teac! 
which should considerab] 


program is carried o1 
tablishments and 


train 


provy ide d 
We also furnish the NATO countries certain additiona 


r 


ider 


ishment 


standardization of certain training and operational procedures whic 


on is W 


specific requirements generated by the expected deliveries of equipment 
not an easy matter, in view of the general difficulty which the 


services encounter in making firm delive 


‘ry predict 


ions However 


made by United States military agencies at all levels to provide, 
essential quantities of training equipment required for use in ¢ 


establishments. 
(2) 


their expected ability, 
units in their own countries. 


they also check the use to which military 
the instruction has been completed. 


assistance 


i 


trained perso1 


l 


[ 


<a> 


oO 


Students to take military assistance training are generally ch 
upon completion of training, to transmit t 
knowledge to other members of the armed forces at training establishme 
The MAAG’s screen the ae lection 


iT 


every 


A 


? 


PVT 


t 


i 
hdr: 


ning to 


1 State 


ett 


craft 
and 


Paris 


ig to 


urse 
list 


rain 


und 


mrtoas 


trall 








282 MUTUAL SECURITY ACT OF 1952 


3) Training for students of European NAT countries has so far been given 

under both the fiscal vear 1950 and consolidated 1951 programs, and is in progress 
under the fiscal vear 1952 program. As of December 31, 1951, training spaces 
which have been filled totaled 16,296, divided by services as follows: Army, 3,809; 
Navy, 8,581; and the Air Force, 3,906. Training for 12,530 of these students has 
been in the United States, and for 3,766 of them in Europe. In addition, approxi- 
mately 4,500 students have been trained within the countries, through the medium 
of United States training teams assigned on temporary duty. 
d. My over-all evaluation of the training situation, in all NATO countries with 
the exception of the United Kingdom which has required little training assistance, 
is that there is still much to be accomplished. However, | believe that there has 
already been great improvement and that the outlook for the future is good. | 
should add that SHAPE and its subordinate commands are plaving an inereasing|s 
important role in the training field—their emphasis being, however, placed on 
tactical training and training pertaining to the implementation of NA‘LO plans, 
instead of on training devoted to the development of skills requisite to the ree ‘ipt, 
maintenance, and operation of equipment being supplied under the program 


S. Indiae nous m lary prod ction and offshore procurement 
{ | a 


a. Besides providing equipment and training assistanee, the military-aid pro- 
grams have also given some assistance in stimulating European production. 
Primary responsibility for this activity has not been placed upon the military, 
and so I shall not treat with it exeept to concede its tremendous importanee in 
relation to ultimate United States objectives in Western Europe. I might add that 
the role of the MAAG’s and JAMAG in this field has been confined principally to 
the provision of military guidance for United States country and regional-level 
consideration of projects for United States-supported indigenous military produc- 
tion, 

bh. (1) A related and comparatively recent activity in which JAMAG and the 
MAAG’s are to a limited extent involved is that of offshore procurement—in 
other words, the utilization of European facilities in the production of military 
equipment, when procurement from those sourees is found to be in the best 
interests of the United States. In accordance with the intent of Congress per- 
taining to the use of MSP funds, the United States military serviees have initiated 
an offshore procurement program under which it is hoped that contracts ean be 
placed in Western Europe to the value of approximately $500 million during 

val year 1952, and to the value of twice that amount during fiscal year 1953 
Kach of our services has designated an organization in Europe as its agency for 
the program. 

(2) It is expected that offshore procurement will result in the following ad- 
vantages for the United States: 

a) Provide sources of supply in Europe. 

bh) Lay the groundwork for a greater European self-sufficienev in military 
production. 

c) Expedite deliveries of essential equipment. 

1) Relieve strains on United States industrial capacity and the drain on 
ited States-provided raw materials. 
Provide savings due to cost differentials. 
Contribute to a limited degree to the economy of these European countries 
by providing them with additional sources of United States dollars. 

3) At the present time, although this program is still generally in a formative 


stage, it is progressing satisfactorily. 





9 Progress made toward ade quate defe nsive poslure and role of military assistance 
ih rein 

a. To turn now to the current situation in Western Europe, it is well known 

that it isas vet by no means secure. However, I feel that very substantial progress 

has been made toward the achievement of an adequate military defensive posture; 

and [am convineed that United States military aid has played the key role in this 
development 


b 1) The inerease in the effective strength of the armed forees in Europe 
during the past vear has been substantial. At the time when United States 
military aid was first given to the NAT countries, virtually no combat-effeetive 
military units existed. By a vear ago, a substantial base had been established 


upon which the countries could rebuild their forees, but none of the units eould 
have been considered effective. Today there are available appreciably more 
units, and their standards of effectiveness have increased. Neither in quantity 
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nor in quality do they vet meet SHAPh’s requirements, bi 
encouraging 

2) ‘Lhis increase in strength could not have been realized with 
by the countries of substantial United States equipment assistanc vith whieh 
to arm their new forces. Furthermore, it could not have been accomplished wit 
out the encouragement and assistanee which was given the countries bv the 
United States. toward increasing their own output of military equipment for 


those forces. 
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training provided by the United States and the constant efforts and influence of 
the \ITAAG’s to cause the countri Ss to improve their | Lr ( ! j ra v 
ogistical, and personnel structures and methods 
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port to the western European countries before an attack occurs and not after the 
countries themselves have been overrun. 

(b) The development of an integrated effective western European defense 
force under a Supreme Allied Commander in Europe. 

(2) Although there can be no mathematical assessment of the attitude of the 
Europeans, those attitudes improve as the factors which I have mentioned 
approach realization. In this connection, I believe strongly in the idea that 
strength begets strength. As NATO becomes stronger and our partners become 
more and more awar®2 of that trend, I feel that there is a good chance that the 
western European effort will accelerate, with the result that military goals will be 
attained earlier than the present position would indicate. Certainly, the key to 
this development is the continuation of substantial United States military assist- 
ance. 

10. Conclusion 

One fina] point It is imperative—from the standpoint of the security of the 
United States—that we hold our western European Allies, who provide the man- 
power and industrial capacity which enable us to maintain a favorable potential 
balance of strength. As I have indicated, those allies are incapable, in the time 
considered to be available, of raising and equipping, unaided, the forces needed 
for a successful defense of that key area. It is my considered opinion, therefore, 
that continued military assistance to our Kuropean Allies is our only acceptable 
course of action. 

Senator Smiru of New Jersev. When I was in Europe all of our 
troops were in Germany. Are they still all in Germany? 

General O_mstED. The combat ground units are. 

Senator GeorGce. In view of the bells, perhaps we will have to 
adjourn. 

Senator WiLtey. Take him on tomorrow. We will have to go 
up and see what is going on upstairs. 

Senator GrorGe. Mr. Bruce, did you get your statement from your 
stenographers? 

Mr. Bruce. It has been distributed. 

Senator GrorGe. It may be given out? 

Mr. Bruce. Yes, sir. 

Senator GrorGe. And this may be given out? 

General Otmstep. And it may be released if you wish it. 

Senator GrorGce. It may be released today? 

General O_msTeEp. Yes, sir. 

Senator GeorGe. | am sorry that we will not have time to go 
through this morning with the statement. I will ask you to come 
back again tomorrow. Mr. Batt, of course, will be on tomorrow 
morning, but vou can follow with these country programs, because 
we do want to get the program with respect to each of these countries, 
both from vourself and from Mr. Cleveland, I believe it is. 

Thank you. 

(Whereupon, at 12:40 p. m., the hearing was adjourned, to recon- 
vene on the following day, Wednesday, March 26, 1952, at 10 a. m.). 
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WEDNESDAY, MARCH 26, 1952 


UNITED STATES SENATE, 
COMMITTEE ON ForEIGN RELATIONS, 
Washington, Cc 
EXECUTIVE SESSION 


The committee met, pursuant to adjournment, on Tuesday, 
March 25, in the committee hearing room, United States Capitol, 
at 10 a. m., Senator Walter F. George, acting chairman, presiding. 

Present: Senators George (acting chairman), Green, Gillette, Wiley, 
Smith of New Jersey, and Hickenlooper. 

Present of committee staff: Dr. Wilcox, Mr. Marey, Mr. Holt. 

Also present: Brig. Gen. Dan F. Callahan, USAF, alternate United 
States representative, North Atlantic Defense Production Board: 
Malcolm W. Hogg, program officer, Mutual Security Agency, Mission 
to the United Kingdom; Harlan Cleveland, Assistant Director for 
Europe, Mutual Security Agency; Walter Stettner, Deputy Director, 
European Program Division. Mutual Security Agency; Maj. Gen. 
George Olmsted, Director, Office of Military Assistance, Department 
of Defense; Samuel Efron, counsel, Office of Military Assistance, 
Department of Defense; C. Tyler Wood, Associate Deputy Director, 
Mutual Security Agency; Edwin M. Martin, Director, Office of 
European Regional Affairs, Department of State. 

Senator GeorGcE. Mr. Batt, we are very glad to have you this 
morning. We believe that you are going to tell us about how Great 
Britain, particularly, fits into this NATO program. You are a 
member of the Defense Production Board—is that what it is called? 


STATEMENT OF WILLIAM S. BATT, MISSION CHIEF FOR 
GREAT BRITAIN MUTUAL SECURITY AGENCY 


Mr. Barr. I am the Mission Chief for MSA for the United King- 
dom. 

Senator GREEN. Please do not deal in these alphabetical abbrevia- 
tions. 

Mr. Barr. I haven’t vet. 

Senator GREEN. I thought you said ‘‘MSA.”’ 

Mr. Barr. 1 am sorry. And I am the United States member of 
the Defense Production Board, which is one of the units for production 
in the North Atlantic Treaty Organization—NATO. 

I am here primarily to talk about the British situation, and I shall 
have a statement for you to release, if you wish, but I want to refer 
to these notes so that I may get the high spots of this problem before 
you, and then if vou wish to, lay a basis for vour questioning of me 
as much as vou will. 
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Senator GrorGe. If you should wish anything kept off the record, 
you will indicate the at to the reporter as you go through. 

Mr. Barr. Yes, sir. I was here yesterday morning and listened to 
Ambassador Bruce talking about France, and I heard your instrue- 
tions to him on that point and I will be guided accordingly. 

There are some common elements between Great Britain and 
France in this problem of rearming Western Europe, and there are 
some very substantial differences. He told you about the size of the 
French program, and I want to emphasize that the British program 
is somewhat larger in volume than that of the French and is, except 
for the United States, the largest of these commitments to the rearma- 
ment of Western Europe. 


BRITISH REARMAMENT PROGRAM 


In terms of the percentage of national income devoted to rearma- 
ment, the figure is about the same for France and Great Britain. It 
runs somewhere in the neighborhood of 11 percent. In terms of 
actual amounts, vou will find in some of this material submitted to 
vou that the French proposal for 1953 runs a little under $4 billion, 
whereas the British proposal for the same period runs upward of 
4.5 to 4.7 billion. 

The reason why assistance to Great Britain is necessary if this 
program is to be kept up is in some degree similar to that in France, 
but in other respects is vitally different from France. I think it is 
important that I should point out that the British program is un- 
doubtedly the firmest program in Western Europe, and of course 

Senator GREEN. What do you mean by that? 

Mr. Barr. It is a program of production and of building up of 
military strength which antedated Korea, growing out of their diffi- 
culties in Malaya and the Middle East. ‘They have actually got 
today 11 Army divisions on active duty outside their own borders. 
Almost five of those are on the Continent, three in the Middle East, 
and three more in Malaya and with us in Korea. So we start out with 

operating divisions outside their own borders. 

Senator Smirx of New Jersey. And outside of the Atlantic group? 

Mr. Barr. No, part of that; that on the Continent is in the Atlantic 
Pact group. 

Senator Green. May I ask another question just for my own 
enlightenment. What good does it do to know how many divisions 
they have scattered around the world if they are kept there? What 
we are interested in, isn’t it, is whether they have divisions which will 
be available to resist an attack from the east. 

Mr. Barr. Yes, Senator, but you will agree of course that the 
situation in Malaya, as vou discussed it yesterday in Indochina, and 
I think one should also say in the Middle East and Egypt, is part of 
our whole problem with Russia. 

Senator GREEN. Its connection with the whole world problem, not 
in connection with resistance to Soviet aggression tn Europe. 

Mr. Barr. Yes, sir. But again I would hesitate to limit the risks 
of the Soviet aggression to Europe, which I am sure you will recognize 
Loo. 

Another respect in which the British are strong is that they have a 
2-year compulsory service set-up that is producing about 100,000 
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well-trained reservists each year. They are fully prepared to mobilize 
an additional 12 divisions if an emergency arises. 

Senator GREEN. Equipped? 

Mr. Barr. They haven't the equipment now, but that 
the production and part of our program of aid, 

They have a large administrative set-up in connection with this 
military operation in Europe which in ordinary circumstances would 
not be armed and trained, but they have provided those adminis- 
trative fellows all around aie with small arms, they have had 
combat training, and all of that is a precaution against 
descents. Mr. Churchill said, I think in his defense deb: 


is part of 


paratroop 


Pi oe about 


the reasons for that, “IT want to see the back of a hedex ae rather 
than the paunch of a rabbit to an unfriendly person ‘he might con- 
template our island from above.” 

The British fleet is second only to our own, of cout LIMONASL The 
world navies. The Royal Air Force will be providing over—may I 
say “NATO” now, sir? 

Senator Green. The first time it is mentioned you want to sp 
it out 


Mr. Barr. They will be providing over one-third of tota 
NATO air strength in Western Europe this year. They are th 
inventors and developers of the jet engine; they ar | \ 
substantial research headway in the jets. As you know, we have 
taken a license in the United States to build } t engin 
patents. You know we have taken a license to build the ( 
bomber in this country. 

Thev have a designed a four-jet heavy bomber of which we think 
very highly which they are not in production on but which they will 
be in production on very shortly. It is a strong military 
Western Europe and for us. 

We sometimes, amongst outselves, call it a United States island 
base. I don’t think the British would like that expression too well, 
but as a matter of fact we have the Third Air Force stationed in 
Great Britain and 

(Discussion was continued off the record. 

Mr. Barr. They will have, by the end of °53, about 220 fully 


equipped airfields, about half of those for full operation of all kinds 


of planes, and the other half will be for training purposes. 


center for 


BRITISH DEFENSE PRODUCTION 


Then I will turn to defense production, with which my job is most 
directly concerned, and I want to point out that one of the reasons 
that this is a good production base today is that it was a good pro- 
duction base before Korea. Britain was spending a larger percentage 
of her national income on defense before Korea than we were. She 
had had her difficulties in Malava and the Far East and she did have 
then a substantial manufacturing program going on. She had what 
she believed to be the finest heavy tank in the world, the Centurian, 
which was in production before Korea and which is in substantial 
production today. It is a 52-ton tank which has given excellent 
service in Korea, as I understand it, and her over-all tank production 
this vear is double what it was a vear ago 
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She is helping other countries in Europe in the development of jet 
design. 1 think virtually every country in Europe manufacturing 
jet planes, and particularly France, Italy, Holland, and Belgium, are 
all doing it on the basis of licenses from Great Britain. 

Senator SmirH. Do you feel those jets are comparable to those 
Russian MIG’s and our own jet? 

Mr. Barr. We will ask General Callahan later about that, if you 
wish, because he is a flying general. One hears a lot of discussion 
about it. There is no doubt about the fact that they do not have in 
substantial production a plane equal to the F-86. You probably know 
more about the comparison of the F—-86 and the MIG than I do. 

I would conclude, therefore, as a nontechnician, that they do not 
have anything in substa ntialproduction—anything equal to the MIG. 
The Swift I assume would be so considered. It is not in substantial 
production. 

General CALLAHAN. That is right. They have a type of plane which 
they are in the course of putting into production which certainly would 
match the MIG, but they are not in substantial production today. 

Mr. Barr. They are producing for them large quantities of other 
military items—rockets, bombs, military vehicles, of all kinds. 

The important thing I would like to leave with you is that as of 
today Great Britain is producing well over half—between 50 and 60 
percent—of all of the hardware being produced in Western Europe 
today for rearmament, and therefore the significance of England to 
the production picture of Western Europe is a very significant one. 
Over half of all the hardware produced in Western Europe is today 
being produced by the British. 

Senator GREEN. Does her refusal to join in a united Europe politi- 
cally, or in a united army, interfere with that? 

Mr. Barr. Not at all, so far as I can see. Actually I think in this 
production program England has been working quite as closely with 
the other countries of Western Europe as the other countries of 
Western Europe have with each other. Indeed, I think one might say 
that she has in many respects worked closer with them, because she has 
bought a good deal of her supplies of one kind or another from the 
other NATO partners in Western Europe. 

She has placed, out of this program of hers, which was set up as of 
about $13,000,000,000 to be finished by the middle of 1954, all the 
contracts for that for which there was any necessity to process today 
about $4 billion worth of contracts with contractors, and the balance 
of her requirements are obviously shorter lead time and she does not 
need to place the contracts so early as this, but her production program 
is substantial and it is well under way. 


EFFECT OF MACHINE-TOOL SHORTAGE ON BRITISH PRODUCTION 


Her Avon engine, which is one of the finest jet engines anywhere, 
produced by the Rolls Royce plant, is now coming out of one single 
production line, but she has four more new lines that are under way 
and which will be turning out engines by the end of 1952. The 
deterrent there to faster production has been largely a machine-tool 
question. She has had to buy altogether about 18,000 machine tools, 


of which she has bought 6,400 out of the United States and roughly 


12,000-odd from the Continent. If course, 6,000 which she will get 
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from the United States, roughly 2,900 of them are machine tools 
which simply are not produced any place else, and in the 6,000 which 
she gets from here she has done a wonderful job of screening, so that we 
are not furnishing her a single machine tool which it is possible for her 
to do without. 

She has a screening of machine-tool usage which I can say without 
contradiction is better than we have for our own purposes. There is 
a card index of every machine tool which Britain is acquiring from the 
Continent and from here and the reasons for its need, where it is to 
go and what itis todo. Shehas set up a number of panels of machine- 
tool experts who go into every plant that needs new machine tools, 
and particularly machine tools out of the United States, and those 
experts, with the management of that plant, put them on the grill 
and decide whether that machine tool has to be bought, and the 
reason for that, as I will develop to vou a little bit later, of course, 
arises out of the great difficulty in which Britain is with respect to 
foreign exchange. She simply can’t buy anything either in the dollar 
area or the sterling area if she can avoid it, and a microscope is put 
on every purchase she makes, and particularly on every machine-tool 
purchase. But as those machine tools come in her production will 
steadily rise. 

The thing I want to make quite clear to you as my ae Sean is that 


Britain is solidly behind this defense program with a matured, well- 
worked-out production program, a program invalsine _ ling up 
her forces that is Just as firm a program so far as her determination is 


concerned and her intentions as you can find any place, not ‘aeiioe 
the United States. 

Senator Green. But that does not extend to the political defense. 
That just applies to the military. 

Mr. Barr. No, I am speaking across the board, Senator Green. 
I am talking about all aspects of the military for the moment. When 
I said she had 11 divisions in active service and 12 to be mobilized, 
and that she was strengthening the military power with everything 
she could put her hands on, what I meant to say was that the deter- 
mination of the British people to get every possible man they can in 
training is quite good, 


BRITISH ATTITUDE TOWARD UNION OF EUROPE 


Senator GREEN. | agree to that, but I question your statement that 
they were joining with the others because it does not seem to me that 
they are. 

Mr. Barr. I did not say they were joining with the others, Senator 
Green, and I know very well the purport of your question. What I 
intended to try to make clear was that in their relations with the con- 
tinental countries on additional production they were working with the 
other continental countries as well as the other continental countries 
were working with them. 

Senator GREEN. It should be limited, however, to production. 

Mr. Barr. Yes. I am sure on the political side that you heard the 
Prime Minister and Mr. Eden when they discussed that subject. | 
think they went into it certainly with much more thoroughness and 
authority than leould. But when I run through these rough remarks, 
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if you want me to explain a little bit more of the British point of view 
toward European Union I would be glad to do that. 

Senator Green. I understand it. We have had that detail, I think. 

Mr. Barr. I think vou have, too. It simply is a fact that the Chan- 
nel is still to the British something that separates them from the Con- 
tinent. They do not look on themselves as a continental power. 
They look on themselves as a world power. They have this very large 
involvement with the Commonwealth and they see themselves as the 
center of a great Commonwealth area which in some way could be 
affected by their relationship with continental Europe. It is a strong 
conviction on their part. 

They want to work with the Western European countries and they 
will certainly support union on the Continent in anv way they can, but 
it is perfectly clear that as of today they are not going to be an integral] 
political part of a European set-up. 

\iv own present feeling, Senator Green, for what it is worth, is 
that there is no substantial disposition on the part of anv European 
country, either, for anv political union, so that the British are not 
alone in that feeling. 

| read into the record vesterday with the chairman’s permission a 
statement which Mr. Eden had made about associating the Congress 
of Europe with the Schuman plan organization and European Army, 
which | would regard as of great significance, because up to this time 
they have not specifically said how they would propose to work with 
the Schuman plan or the European Army, and in this telegram which 
| rend into the reeord with yvour permission, Mr. Eden went into 
much more detail as to how thev would propose to do it, and went 
much further than he ever had before. 

Senator GREEN. | think he is weakening the Opposition, 

Mr. Barr. That mav be true. 


REASONS FOR BRITISH PRODUCTION SLOW-UP 


The point I want to make about this production program is while 
it is undoubtedly behind schedule, and has undoubtedly slipped some- 
what, it has not slipped as much as our own, so far as I can judge 
In actual dollar expenditures it is up to their estimates; in terms of 
what they are getting for their dollars it is between 10 and 15 percent 
back 

| think vou will agree with me that our program has slipped more 
than that, so far as | can judge from this side. 

Now, the reasons for that are twofold. In the first place they 
have had the same kind of design changes that we have. All of these 
new things coming in for production from the design people slow up 
vour production and vou cannot get away from it. You have just 
two choices, Let your new designs come in and modify your pro- 
duction programs as much as vou have to, or peg what you have 
and say you are not going to permit any more changes. 

Those are difficult choices to make. The British have been up 
against a very serious raw-materials shortage. They have got in 
many of their plants today a shortage of steel which is limiting thei 
working hours to 35 or 36 a week. Many plants are on a 4-day basis 
because of shortage of steel. The United States very shortly, at the 
time of the Prime Minister’s visit, agreed to make available to the 
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British, largely in the last half of 1952, a million tons of metallies: 
that is steel, ore, scrap, and when that comes in, which will be toward 
the latter part of ’52, when it begins to come in, it will have a very 
direct effect in speeding up British production. 

Senator SmitH. Do you recall the Prime Minister’s statement that 
he wasn’t asking dollars from us, he was asking steel? Does that over- 
state the case? 

(Discussion was had off the record. 


NEED FOR ECONOMIC ASSISTANCI rO UNITED KINGDOM 


Senator WiLrny. You are doing a grand job on that, but here is our 
problem. As I understand the situation in Britain, they are getting 
about $300,000,000 in military aid and they are getting about $600,- 
000,000 in what is known as economic assistance. 

Mr. Barr. In the proposed fiscal ’53, Senator. 

Senator WiLey. Yes. Now then, this economic assistance item is 
a thing that seems to have everybody pretty much upset 

Mr. Barr. I know that. 

Senator Witey. I, for one, realize that what vou call economic 
assistance is just as important as military assistance, but it is difficult 
for the average folks that are going to vote on this thing to understand 
unless you do a tremendous job of salesmanship, unless you are a 
Churchill or someone who comes and savs they don’t want gold and 
then takes away $300 ,000,000. 

That is the thing vou have to demonstrate on the record here, it 
seems to me, because even this morning I was at breakfast and | 
heard a couple of Senators say, ‘The House is going right after thes« 
euts,”’ and so forth. 

Now, here you have got the two items, $600,000,000 economic 
assistance, $300,000,000 military aid. Most of them say, ‘Sure, we 
will give them the military aid, but economic assistance-——we reed 
conomic assistance ourselves over here. We're $14 billion in the 
red.’ 

Mr. Barr. Well, Senator, | am going to trv to develop for vou, | 
I can, why economic assistance to Great Britain, as vou yoursel 
recognize, is just as important a part of their rearmament, of their 
rebuilding their rearmament strength, as military end items are 

I would suggest, since I work in London, that somebody else 1s 
roing to have to educate the American public My duty 1s to trv as 
well as I can to put that problem before you. What I want to try 
to show you is that Britain has got to be solvent if she is to be a pro- 
ducing element in this picture. She has got to be able to eat and to 
live if she is to produce, and I want to relate her difficulties with respect 
to export and maintenance of her own home economy and to rearm- 
ament. I want to link them together, because they have to be linked 
together. 

The situation there is so different from the United States Very 
few people in the United States understand that exports or imports 
have any relation to their normal everyday life. We have taken it 
for granted. As a matter of facet, exports and imports are a small 
part of our total national turn-over. They are very vital to us in 
quality, but in quantity we are so nearly completely self-sufficient 
that it is difficult for us to understand a situation in which a country 
finds itself as Great Britain. 
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Great Britain, unlike any other country, is more dependent upon 
what it buys from the outside. More than 80 percent of their raw 
materials they have to buy from the outside. And over 50 percent of 
their food they have to buy from the outside. The only way they 
can buy that material which they have to have to live and to produce 
is with funds which come from some source from the outside, and the 
principal source of those funds is obviously exports. So that if they 
are to pay for what they should have to live, they must export to 
provide those funds. 

And that I have to try to make as clear as I can. I want to talk 
to you, then, about what happened in their balance of payments, their 
gold and dollar reserves, since that has a very vital bearing on their 
ability to pay. 

The first thing that I was commissioned to do when I went to Burope 
in the fall of 1950 was to see whether we should not end aid to Great 
Britain. 

Senator WiLtey. End what? 

Mr. Barr. End Marshall plan aid to Great Britain. Their gold 
and dollar reserves were building up. As of November 1950, they had 
got to over $3,800,000 ,000. That was larger than they had been at 
any time for some couple of years. They had steadily built up through 
the Marshall plan period, and they now seemed to us to be big enough 
to let Britain stand on her own feet. 

We talked that over with the British. We were anxious to make it 
clear that one country was off our backs, and I assure you the British 
were just as anxious to get off our backs as we were to have them off. 

Mr. Hogg says as of November 1950, they were not quite that high 
and they did not reach that level until the spring of '51. The point 
I want to make is that they did reach three billion eight. 

We suspended aid to Great Britain as of January 1, 1951. The 
situation was all right the next spring, but beginning with the summer 
of 1951—that is of last vear—the picture began to turn, and her re- 
serves began to shrink at an alarming rate. 

I think we ought to have been wise enough to have seen how that 
balance had been brought about, and to have been less optimistic with 
respect to it than we were. Actually, you see, after Korea two things 
happened. We and other people went into the raw-material markets 
of the world and bought like drunken sailors, and we paid high prices 
for what we got. Australian wool, you remember, which used to sell 
as low as 50 or 60 cents a pound, got up to over $3 a pound. 

Senator GrorGr. Almost three and a half. 

Mr. Barr. Yes; 1 think it did, Senator. And similarly with rub- 
ber, with tin. We were buying e _verything we could, and the prices 
were being forced up and there was being produced in the sterling ares 
an apparent prosperity which was much more apparent than real. 

This $3,800,000,000 which was the top figure was added to some- 
what by some inflow of speculative capital, because there were people 
in the spring of 51 who thought the pound was going to be valued 
upward. Added altogether, there was an appearance of great pros- 
perity in the early part of °51. 

But then the thing switched, and between that high point of June 
1951, and the end of the year, we had a shocking collapse of British 
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financial strength. They actually, as of December 31, were in a 
situation where this three billion eight had fallen to two billion three. 


REASON FOR DEPLETION OF BRITISH RESERVES 


Senator SmirH of New Jersey. What was the fundamental reason 
for that? 

Mr. Barr. We stopped buying we entirely; they had gotten a 
problem on their hands with respect to Persian oil; prices of sterling 
area exports had gone down; gener: = the world stopped buying wool 
and reduced its buying of rubber and tin, and the balloon sank down 
in size 

We had a meeting of our experts in the Ambassador’s office in 
October, I think it was, of ’51, and we concluded that if their reserves 
got below 2%, billion that they were going to be in serious shape; if 
they got below 2 billion we could hardly see how a crisis could 
be avoided. 

Actually, they were 2 billion 3 at the end of the year, and as of 
the end of February they were 1 billion 77. They lost $565,000,000 
in January and February of this year. 

Now, that came about not only because the prices of these sterling 
area commodities had fallen, and the buying of those particular com- 
modities had decreased, but at the same time thr people in the ster- 
ling area that had that money felt themselves so rich that they were 
buying everything they could put their hands on. They were buying 
on the Continent very heavily; Australia particularly, with its pro- 
gram of capital expansion, its program of bringing in 100,000 new 
families a year and providing industrial and agricultural resources 
which would keep them busy was buying anything that anybody 
would sell them. So it was a combination of decreased income from 
lower prices and lower purchases by customers, and an increased 
buving on their part. And we faced, and we do face with respect 
to Britain, a very serious crisis. 


/ 


BRITISH STEPS TO MEET DOLLAR CRISIS 


Fortunately they recognized it. This Government sees very clearly 
that they face bankruptcy, and the Chancellor has said precisely that 
At the same time I want to repeat, and keep repeating, that they 
have not cut the goals of their rearmament program, as they found 
themselves in this very serious, almost catastrophic crisis although 
the program has slipped. They are cutting everything else. They 
may have to cut their defense program, but what we do in the way 
of aid is going to have a very direct bearing on, and is almost precisely 
going to answer whether and to what extent, they have to cut their 
rearmament program. 

Now, I want to emphasize that they are attacking this problem 
im a very serious and disciplined fashion. As Ambassador Bruee 
told you vesterday about the difficulties with which the development 
of a rearmament policy has to contend, I want to put special emphasis 
on the strength of the British system of government. There, you see, 
the members of the Government are members of the Parliament, 
and there is no split, no conflict between what the administration, 
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as we would term it, decides to do and the Parliament. They stand 
of fall together. 

They were determined that they were going to close this gap, what- 
ever the cost to them was. And this is roughly what they have 
decided to do and what they will do. I say “what they will do,’ 
The Parliament is voting on these buget proposals this week and 
next week, but unless the present government falls, and there is no 
anticipation whatever that it will, that is what they will do. 

In the first place, they are going to cut their imports. They are 
roing to cut their imports 600 million pounds, obviously about 
$1,700,000,000. That means, altogether, about 15 percent of the 
import rate they are going to cut out. 

They can’t cut out basic foods. They can’t cut out the imports 
of raw materials that have to be brought in to keep their whole pro- 
gram going. But they are paring them to the bone, and from the 
point of view of materials, Britain is now and will be even more so 
in the months ahead on a most austere basis. They are living from 
hand to mouth on raw materials and on food. 


CHANGES IN THE BRITISH TAX RATES 


Most strikingly, aside from cutting their imports, they are adopt- 


ing a pretty stiff financial policy. They are determined if they can 
to limit capital expansion. They have raised the bank rate from 
2\. to 4 percent at one crack. They have done everything they can 


to limit purchases including a 66% percent tax on automobiles, re- 
frigerators, and all sorts of consumer durables. They have now put 
on an additional credit limitation, which makes it almost impossible 
to get anything of that kind. And then thev have adopted a new 
tax policy which I am sure Senator George will already know about 
and will be much better qualified than I to evaluate. 

But the Chancellor, explaining it to me the last day before I left a 
couple of weeks ago, said, ‘We have come to the conclusion that we 
are so taxing the British people as to sharply limit our incentive, our 
willingness to venture, and we have got to turn that tide.’’ Ambassador 
Bruce pointed out to you vesterday that in ees I think he said, 
the total amount taken in taxes was about 31 or 32 percent, something 
like that. In Britain it is between 33 and 34 ‘aareaed of the gross 
national product taken by taxes. And there roughly half of it is 
indirect taxes and roughly half of it direct taxes. 

They have decided to lower some of their tax rates while increasing 
others. They have put on an excess-profits tax which is almost 
precisely a copy of ours, but they bave had a great weakness in their 
tax structure that has tended to limit, for instance, overtime on the 
part of the working people. 

You know that with our tax rate, just as one who pays it, there is 
never a point at which you say to yourself, “Well, there is no use in 
my earning another thousand dollars, because they will take it all 
away from me.” Our jumps are so gradual and there are so many 
of them that it really is a line upward, an even line upward. But 
that is not the case with the British. They have had a few big jumps, 
so that a single man working 45 hours a week, which is their normal 
work week without overtime, and earning, we will say, 8 pounds a 
week, which is about $22, would bave little incentive to work 2 or 3 
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hours of overtime, because he would jump into a tax braeket that 
would apply across the board and take away some 350 percent of his 
additione! earnings. So they have had a hard time getting 
work overtime there 

Now remember, of course, that they are still paving indi 
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ect taxes 


in substantial amounts. A man who buys a pack of cigarettes a day 
the average workman who buys a pack of cigarettes a day, is pavin 


11 percent of his income in just that one indirect tax 
Senator Smiru of New Jersey. Does he realize that as well as 1 ih 


he were taxed directly? Does it make him tax conscious? Which 
is the best method of makine him tax conscious? | thin hat 
mmportant 

Mr. Barr. Senator Smith, | would not answer a questio , 


im thu particular atmosphere | leave that to vou a pert: 
tell vou what thev are doing 


Senator WILEY Hlow much is a package of « a! 

Mr. Bart lt depends on the grad 39 to 50 cents 
right? 

Mir. HoGe. It is over 50 

Senator GEORGI lt is almost 60 for tl bett 
Kou wh \imerican cirarette ios 

Senator Winey. Mavbe w nol ( Oe | 
thin 

Mii BAT They have raised gasoline ta Ssubstant lly ‘ 
changed their automobile tax basis now to a level ba B vha 
is that level basis? It is 10 pounds, $28, for any car ) S 
little 7 horsepowet! puddle jul pers \nd the gasoline its ! 
about 60 cents a gallon 

Mr. Hogy tells me that the cigarette tax is 35 ) 
don’t buy cigarettes | confused the price of the pac : 
with the tax itself. Thirty-eight cents is the tax on cigarettes 

And easoline is taxed about 35 cents a gallon. as 1 recol 

Senator Smirv of New Jersey. That is our gallor 

Mr. Barr. That is an imperial gallor That 

Senator Witey. Th rov-tive cents a vallon 

Senator GEORGE. Yes It costs them 50 cen er Gallo VOY 
something like 50. 

Senator WILEY We could raise a lot of mo \ | 

Senator GeorGae. Of course the fellow ma 0 . ves 
wouldn't like it 

Mr. Barr. It was interesting to me to lear 0 
sritish subsidies, and they do have subsidies on foos I%o USTDE 
and of course they have vO their health pla the total costs of tho 


items those are the two large Ones 
Senator GREEN. What are they? 
Mr. Barr. Health, housmg, and food -are paid for the taxes o 


tobacco and liquor. It is very mteresting 
BRITISH ATTITUDE TOWARD SUBSIDIES 


il 


This government has not liked subsidies and they have con 


i i 


themselves to getting rid of subsidies as fast as they 1! They 


Now. they did nhnother very courageous thine 1 Lil re’\ vera 


agreed that they are fooling their people with subsid th nost 
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particularly that they are deceiving themselves in the costs of the goods 
they produce. 

When you subsidize raw materials and food, and thus artificially 
keep wages down, you get a resultant cost of your goods which fools 
you. It is lower than it actually is, and that is one of the reasons, 
they have concluded, why their income from exports has failed to 
match the increased cost to them of the raw materials they produce 

I want to go back and just add that little piece of comparative 
information, because it is pretty significant. You asked me how this 
gap was brought about, and I have given you some of the general 
conditions which brought it about. Ac tually the increase in 1951 of 
the things they had to buy, the increase in cost of the things they had 
to buy, ran about 30 percent, because they buy cotton and copper and 
tin and wool the same as we do. There was a 30 percent increase in 
the cost of the things they buy, but their exports, the revenue-produc- 
ing element for them, went up only 15 percent in average value. 

‘Now, part of that is caused, they believe, by the fact that they have 
really deceived themselves in these costs through subsidies. So what 
have they done? Their food subsidy in last vear’s budget was 410 
million pounds, obviously about $1,200,000,000. This year, with the 
increased costs of food, if they had kept the price of the same steady 
items under subsidies the subsidy cost would have been about 
460 million pounds. They set aside for food subsidies 250 million 
pounds. In other words, they cut their food subsidies in one action 
from 410, what it was last year, or 460 or 480 million, what it would 
have been this vear, to 250, and at the same time they stated that 
the price of bread was going to go up over a penny a loaf. 

Now, the Chancellor said to me that in his observation nobody 
since Pharaoh had dared deliberately to raise the price of bread in 

difficult political situation. But, he said, “We are so convinced 
that these subsidies are harmful to us that we are determined to get 
rid of them as fast as we can, and the only way we can do it is ‘by 
raising the price of the things which hitherto have been subsidized 
to one extent or another.”’ 


BRITISH BALANCE-OF-PAYMENTS PICTURE 


Now, they are determined to put themselves in balance with the 
rest of the world. They know they have to buy goods if they are 
coing to eat. They are determined to be in balance. They have 
brought all of the Commonwealth elements together in a meeting in 
the middle of January and they got a pledge from them that they 
similarly were to obligate themselves individually to put themselves 
in balance. And they committed themselves in the Commonwealth 
toa policy which we have been hoping they would commit themselves 
to, but for some time they hadn’t done, and that was that they in- 
tended to make sterling freely convertible into all currencies, and 
that is their objective. 

| think they will do it, but they are going to do it on a very low 
level of subsistence when they do. The first ste p, cutting their own 
imports by 600 million pounds, is going to cut their food supplies even 
further. I think you understand how low the food is. You know 
when you gentlemen were over there we told you something about 
that--11 ounces of carcass meat per person per week. That is two 
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tiny lamb chops per person per week. One egg, if you can get it; an 
ounce and a half of cheese; 2 ounces of butter plus 3 ounces of oleo 
plus 4 ounces of fat; 10 ounces of sugar. Their rations are on that 
kind of a level, and it is a very thin level. 

Fortunately there is no milk rationing, therefore the health of their 
children is, if anything, better than it has ever been, and there is, of 
course, a uniform distribution of these food availabilities, so there is no 
evidence that their he alth has suffered, but people who have the means 
to pay for more food can’t get it. There is no black market in Great 
Britain in anything. 

Senator GREEN. It is probably the only country in the world where 
there isn’t. 

Mr. Barr. It is the only one I know of. 

The determination of the British to balance their budget ought. to 
give us, and I am sure does give us, great confidence in their value to 
us not only as an ally but as, it seems to me, the key, the strong key, 
element to the rearmament of Western Europe. 


BRITISH EXPORT DIFFICULTIES 


One of the difficulties with this export situation, what made it so 
essential that they keep those exports up, is that with this increase 
of things they have to buy, in volume, they have to ship out more 
exports than they ever did before, just in order to hold their position. 
Thev are committed, however, to increasing their exports, and that 
is a Very serious situation, when you realize that Australia, in order 
to balance their import-export picture, as they said they would do, 
have cut the imports of automobiles from Great Britain by 80 percent, 
have cut textiles so heavily that word I get from London in the last 2 
days is to the effect that there is very substantial une mployment in 
Lancashire—particularly in Lancashire—now, which is the center of 
the cotton industry. But the Chancellor said, “We are going to do it 
Whatever it costs us to do it, we are going to do it,”’ and that system 
government over there is so ordered that there is no doubt in my mind 
whatsoever that they will do it. 

They are producing excellent weapons. The quantities are not 
large. They terribly stretched their production facilities during the 
war. Capital investment suffered a net decrease. They are much 
worse off than they were relatively in 1938. The standard of living of 
their people is only about 3 percent per head above what it was prewar. 
1 think it is about 40 percent here. 


INCREASE IN BRITISH COAL PRODUCTIVIT' 


They have made a great increase in their productivity per person, 
however, since the war. They have had a higher rate of increased 
productivity than any country in the world. 

Senator Smiru of New Jersey. Does that apply to their coal 
production too? 

Mr. Barr. Not as to rate. I will treat coal separately, because | 
know you are interested in that. They have had an average annual 
increase in production since 1945. They, of course, were very low. 
Unfortunately through the shortage of raw materials, primarily, that 
rate flattened out substantially last year and indust rial production 
was only about 3 percent higher in 1951 than in 1950. 
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BRITISH COAL PRODUCTION 


On coal, Senator Smith, the situation is about this way: They have 
increased their production of coal since 1946 from about 190 million 
tons up to the present 222 million tons. But, of course, their own 
consumption of coal for industrial purposes has gone up sharply too. 
The individual householder is worse off than he was in 1938. He is 
getting about 30 percent less coal than he got in 1938, but industry is 
a much bigger user of coal. 

The serious effects on the Continent, Ambassador Bruce referred to 
yesterday. In the late 1920's Britain exported about 50 million tons 
of coal to the Continent. Last vear they exported only S$ million tons. 
They were actually producing in 1988, as against this 226 million today 
for 1951, about 230 million metric tons of coal. They produced about 
250 million in the late twenties. But they did it with about 1,000,000 
men in the mines in the twenties, and last vear they had variously 
about 700,000 men in the mines. 

But, vou see, itis a fact that ina country with overemployment men 


just don’t go to the mines if they have other things to do Pheyv have 


made very serious attempts to get more men into the mines Mhey 


‘4 


have raised the level ef the mine wages to the point where they ure NOW 
the aristocracy of the wage earner, but there are very deep feelings in 
Britain amongst the miners on the subject of increased production of 
coal. The record of coal production over the vears is not a happy one 

The coal miner in the period up to 1940, more or less, was a pretty 


badly treated part of the labor force and he has not forgotten that. 


Nationalization certam! has not solved their problems by oa long 
shot \\ hat would have happened under SOTREC other set up, of course, 
is anybody's guess, but they have a slow, painful job of building up 
additional coal production. 

They have not had the capital facilities that allowed them to bring 
in new mines. ‘Their mines, of course, as 1 think vou know, are very 
unattractive. Their seam heights run from 26 to 32 inches; the mines 
are wet, they are decp, they run 5,009 feet, they are sloping. It makes 


w very poor comparison with mine facilities in the United States 


Now where do We find ourselves todas ? We find the British 
er 
determined to weather this storm. If and as they do it, they will do 

l } ryyy . 
it with a mintmum of raw materials. They have got to keep up then 


t 


exports as high a { 


s thev ean if thes are to buy the food and the raw 
materials which they must buy 


‘hy 


iscussion Was continued off the record 

Mr. Barr. | wanted to put into the record something that is of 
lnportance 

Senator GrorGe. He savs he is a Socialist-—-Mr. Bevan. He claims 
he represents true socialism and is opposed to armament and_ is 
opposed to building up a great military power, and so forth. 


PRODUCTION COSTS COMPARED BETWEEN THI UNITED STATES AND 
UNITED KINGDOM 


Mir. Barr. One thing I wanted to get into the record when I was 
speaking about the British production of military items is the low 
cost of many of these items. This Centurian tank of which | spoke, 
which is somewhat a little heavier than our own M-—47 (it is a 55-ton 
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tank), costs them $106,000. The published figures that I have seen 
here, and I do not know how reliable they are, would seem to show 
that for a roughly comparable tank we have a figure of about $300,000 


They have a figure for their modern jet fighter of $168,000. It is very 
, difficult to compare planes because they may look substantially alike 
and may have substantially the same over-all weight and speed 
? characteristics, and yet they can be very different in cost. | have seen 
. similar figures here running around half a million dollars. Theirs is 
$168,000. And so on down the line 
It is interesting to me, and I think it will be to vou, te compare 
- these costs of items in Kurope and in the | hited States, because one 
would make a great mistake if he said that vou can buv everything 
) . cheaper in Europe than vou can in the United States. That is not at 
{ all true. The line | would draw is something like this: In thines which 
v are approximately tailormade on both sides of the water, not the 
) subject of normal peacetime production methods, there the low cost 
ol labor and the veryv great skill ol British labo. Is hile iv to Give M1 2 
n lower cost. I think that example with a fighter and a tank is rough! 
in that area. When vou get into anything that is out of the automo 
) tive fie ld take a jeep their cost of jeeps over there is just as h oh) 
. or higher than our cost of jeeps over here 
n Senator Green. What is the distinction that vou make 
, Mr. Barr. Because the jeep comes right out of Detroit pract 
: the United States and thev don’t have anything comparable to 
) Thev don’t use the assembly line technique 
Senator Saurri of New Jersey, With hand stuff thev do effective 
i cheaper work 
C, Mir. Barr. That is right 
ip Now, in ammunition, all of the estimates that we have had so far 
ammunition costs over there would indicate that we produce it cheape! 
Ie in the United States than they do over there, and I suspect that th: 
‘’N s because—-take the pressing of a cartridge case or the drawing 
Cs finishing of a shell. There we can use normal peacetime practice 
cs and do a very much more effective job than they are able to do 
Europe. So Il give you those examples. Planes and tanks are cheapet 
SI ver there, ammunition cheape! over here, jeeps More expensive Ove! 
lO there, and so on You find all sorts of variations 
‘My One cannot generalize, therefore, in saving that everything can bx 
“ produced cheaper in Great Britain than in the United States 
Senator Smiru of New Jersev. Would they have the capacity 
assuming that we could give them the money to do it, to meet the 
Ol targets we are driving at? 
Mr. Barr. No they would not, Senator Smith. The British ar 
ns using virtually all their facilities today. 
iS Senator Smiru of New Jersey. | remember last summer | talked 
with vou about the production in other areas, like France, [taly, and 
soon. Could you just give us a brief comment on that added to 
ND British, how near they might come to it? 
Mr. Barr. There Isa very considerable amount of unused laciities 
in both France and Italy—-men, machines, and factories and it is 
a there that our offshore procurement program will be most effective 
“hole Senator Smrrnh of New Jersey. | know when we were in Italy 
pa De Gaspari was hoping we would give them some contracts there 
) 
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because of their unemployment, and it looked to me as though that 
were a field worth exploring. 
Mr. Barr. That is right. 


NEED FOR DEFENSE SUPPORT IN THE UNITED KINGDOM 


Now, I want to take another repeat at the need of Great Britain for 
food and for other raw materials, and I want to do it against a back- 
ground of something that occurred to me last night. As you know, I 
was in this war production program all through the last war, and | 
remember the background of the lend-lease situation. I remember 
the preface to the act, the Lend-Lease Act, declared it to be “‘An act in 
furtherance of the security of the United States.” I think that is 
roughly the language that was used. Harlan, you may know precisely. 
But | know that it had substantively that language. And while we 
were in the midst of a war and the British were fighting with their backs 
to the wall and we had our hand more than full, what did we ship to 
Great Britain under the Lend-Lease Act? 

Well, my memory seems to tell me that the first lend-lease appro- 
priation was for food. I think the No. 1 purchase authorization under 
lend-lease was for food, and food was a substantial part of what we 
furnished the British under lend-lease during the last war. Without 
it, without lend-lease to Great Britain, of which the total was about 
$28 billion with offsetting credits as I recollect in the neighborhood of 
four or five billion dollars, without lend-lease from the United States, 
much of it food and raw materials, I think t'ie last war, World War IT, 
might well have been lost, or if it had not been lost the load on the 
shoulders of the United States would have been enormously greater. 

Now, where are the British today? And why, Senator Wiley, are 
we proposing to give them $600,000,000 of defense support and 
$300,000,000 of end item aid? 

I want to make it quite clear—I think it has been made clear by 
Mr. Harriman and perhaps by Secretary Lovett—that end item aid 
and this defense production, defense support, are not at all the same 
thing. They supplement and complement each other, but they do 
not substitute for each other. 

When our military advisory group—otherwise, Senator, the MAGs 

make up a program of things we propose to supply under end item 
aid, they furnish in that program only the things which for one reason 
or another the country can’t make. Generally they are specialities 
that come out of the United States. In the case of Great Britain they 
are to a substantial extent bits and pieces to fill in a program which 
the British can’t otherwise fill in themselves. But they are finished 
items which normally we don’t expect that country to be able to 
make. It may involve patents or technical know-how, maybe a 
variety of reasons that enter into that picture, but those are things 
we don’t expect the country to be able to make and they are, of 
course, items that strengthen their military effectiveness, but they 
don’t help the people to eat. And they don’t provide raw materials 
to maintain the economy of the country. 

Now, this so-called defense support—I don’t like to say ‘so-called 
defense support program’’ because it is defense supporting —will 
provide the food, the raw materials, which Britain has to have if this 
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program of hers is not to be cut. And I think it is just about as simple 
as that. 


When Mr. Wood told you yesterday that there was no blinking 
the fact that out of this appropriation, when and as it is received 
from the Congress, we will in the case of Great Britain undoubtedly 
buy some wheat. he stated the realistic pic ture to vou. Because one 
must look at a factory with machines in it and skilled workmen in 
front of the machines without raw materials and without the food to 
keep the standard of living up, your workman does nothing either to 
produce export material or to produce rearmament 

Now, Senator Wiley, having read the newspapers, | 
difficult this problem is for you. 

(Discussion was continued off the record. 

Mr. Barr. One hears the expression in the United States, “Money 
down the drain.”” “Why put good money after bad money?” 

What has happened in Europe since 1946? 1 think Ambassador 
Bruce put that just about as clearly yesterday as he could have put it. 
That part of the world which was not able to withstand the attack 
from a rabbit in 1946-47 is today growing in its willing! eness to stand 
up and fight, and as I am sure vou found when vou were over there, 


there is a sense of responsibility for their own obligations to rearm 
themselves. 


know how 


RECORD OF PRODUCTION SPEED-UP 


Now, they are not producing all we think they could. Financial 
difficulties face you in every country except Great Britain, where 
it is primarily a matter of raw materials and food, and not the inability 
to balance their own budge ob. 

(Discussion was continued off the record.) 

Mr. Barr. The amount expended for so-called hardware was a 
smaller fraction of that total. Their first obligation is to mount, 
clothe, and feed their troops, and in the various countries of Kurope the 
percentages for hardware vary. Actually in Great Britain the per- 
centage was larger than it was in any of the other NATO countries, 
but there is a substantial rearmament disposition and capacity on the 
part of these countries. 

When I went over there in October of 1950 there was no —— 
hension on the part of these countries as to the size of their job 1 
terms of their own budgets, and certainly there was no underst: adie r 
on their part as to how much the United States was putting in in 
value. We ad no over-all budget of NATO requirements at the end 
of 1950. We in the United States hadn’t even, so far as I know, priced 
it out in dollars. The Defense Establishment had in terms of pieces 
to equip the various divisions, but it had not been priced in dollars, 
and indeed we never had a good look at the dollar picture for Europe, 
for costs in Europe, until the meeting in Ottawa +. September of last 
vear, 

Now, these countries see that problem today as thev did net 12 
months ago. They are building up their strength, and it is most 
certainly in our interest that they should be helped in every way we 
can. 


Senator Gitterre. Mr. Batt, may I interrupt vou? In those figures 


you gave as to anticipated defense expenditures, 1952 and 1953, were 
vou including the two added nations to NATO? 
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Mr. Barr. No, | was not, Senator Gillette. 

Senator Gitterre. It pertains to the same group for comparison 
purposes? 

Mr. Barr. To the same group. 

I see it, therefore, what we have been doing in Western Europe, 
what we have been doing to a lesser degree in Great Britain, is to 
ee a pyramid of 180 million people conn are determined to try to 

earm themselves and to resist, and in that, 1 part of that pyramic d, 
are the end items which we supply from her ‘re or which we might pur- 
chase through the off-shore route to build up the equipme nt of their 
forees plus the things which they themselves manufacture, and plus 
the things which they have to have from outside their own borders 
in order to do that 


IMPORTANCE OF DEFENSE SUPPORT FOR K. 

hey are all separate pieces of the whole Now, in the event 
Congress should pull out defense support—suppose vou pulled that 
out. In my judgment, gentlemen, the result will be shockingly close 
to pulling dewn the whole structure. You simply cannot withdraw 
that kind of support from these countries. “The effect will be different 
in different countries, to be sure 

discussion was continued off the record 
Mir. Barr. When they see that no further support for food and raw 


sis going to come out of the United States, thes are so 
determined that they have to keep solvent that then they will cut 


their production program sharply enough to be sure that they are on 


the sate dle 

Let me give a special reason for the British point of view in that 
direction. Before the war they were the world’s largest creditor nation 
Thev had. as L recollect, about $11 bilhon of obligations of one kind or 


another due them, or investments abroad. They had to sell most of 


those investments. ‘They ended the war as the world’s debtor, and 
they still are a world’s debtor. Their national debt per capita is 
somewhat less in terms of dollars than that in the United States, but i 

terms of gross national product or per capita earnings of the peopie 


their national debt is about 100 percent greater than ours her: 

Now, they are not going to let themselves again get in an insolvent 
position if they can avoid it, and therefore if our aid is obviously 
stopping. and that is the conclusion they would draw-—1 am speaking 
about financial aid and not end items—my prediction is that they will 
have to cut their program very seriously. 

Now, when they do that what happens? Of course all the rest of 
Kurope sees that. It says, ** Look what Britain is doing. If they do 
that, there is every reason why we should,” and, of course, a cut in 
aid would not affect Great Britain alone, it would affect these other 
countries 

Secondly, once vou lose that, ventlemen, vou are hot gomg to get 
it back at any seeable time. It is not a loss for 1 year. When, there 
fore, vou talk of the effects of a substantial cut in this sort of aid 
Kurope, it must be looked at not as just a l-vear operation. You have 
cut a very major part out of the rearmament programs of thes 


countries and it might come back at some later time under some other 
set of circumstances, but it is a cut that is continuing through the 
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vears just as, on the reverse side, when we put any given sum of 
money in there to help build up the production capacity of a country 
let’s take the case of machine tools—if we put 20 machine tools into a 
factory and we get a substantial increase in output for that year, of 
course we get it for succeeding vears too, so that our additions tend to 
be cumulative and our subtractions tend to be similarly cumulative 

[ cannot put too strongly before you what I believe to be the 
catastrophic results that will flow out of a substantial cut in this sort 
of aid to Europe. 

(Discussion was continued off the record.) 

Senator WiLgey. Suppose you have a 10-percent cut across the board. 

Mr. Barr. Senator, vou asked me, and I must say to vou that if you 
cut all defense expenditures equally across the board 1 know you are 
not likely to do it very much more than 10 percent. That would 
reduce your total budget requirements by some six or seven billion 
dollars, and if you did that 1 would say that there would be no basis 
for criticism in Europe. 


COMPARISON OF BRITISH AND UNITED STATES TANKS 


Senator Winey. You have given one fact here that is very illumi- 
nating, at least to me, which I think merits consideration by those of 
the brass in this country. You have told us definitely that the tank 
which vou call the Centurian in Britain, which is apparently as good 
as our tank and a little heavier, costs $106,000, and the equivalent 
cost of tanks in our country would be three hundred thousand or more 

Senator GeorGe. General Olmsted, could you give us that com- 
parison between the British tank, to which Mr. Batt referred, and 
our tank? 

General Oumstep. The figure used on the cost of the Centurian is 
the same as was used by our Ordnance people. Our new medium 
tank, which our military people feel has definite superiority —but of 
course there is room for difference of judgment on that-—is costing us 
$250,000, but that is amortizing the tooling cost over the first order. 

Senator GrorGe. Our tank ts slightly lighter, however, than the 
Centurian. 

General OLMsrep. Yes, sir, but there are compensating advantages. 
\fter the tooling cost is amortized our cost will be around $200,000 

Senator Smiru of New Jersey. In other words, slightly less than 
twice as much, under your figures. 

General Otmsrep. Yes. 

Senator Witey. The thought occurred to me that if that were true, 
and then you give us the figures on the planes— what do you say about 
the relative efficiency or merit of the two planes that he gave us 


i 
{ . ” 
Hgures ON: 


POSSIBILITY OF GREATER OFFSHORE PROCUREMENT IN THE UNITED 
KINGDOM 


Senator Witey. The point I want to get at, which struck me very 
forcibly, was that Mr. Batt here has demonstrated with his rather 
dramatic way of giving us the facts, the significance of the British 
effort and the need, of course we all believe, of having Britain by 
our side. But he has also shown, it seems to me, that Britai is in a 











304 MUTUAL SECURITY ACT OF 1952 


production position whereby, if we gave her more to produce the things 
we need, we could save a lot of costs on our end. 

Now, our problem in America today is to try to satisfy first our own 
judgment as to what is necessary, and second, the tremendous pressure 
that is coming from organizations, and from people back home, in 
other words the taxpayers, that we don’t just dissipate funds. 

If you can buy abroad in a country that needs the economic assist- 
ance and needs the dollars, and thus reduce the cost 50 percent, you 
can dent this 60- or 70-billion-dollar budget quite a bit, it seems to me, 
and at the same time you will be vitalizing an ally. That is the thing 
I am talking about. Do I make my point clear? 

Mr. Barr. Yes, you do, Senator, and we have already got a program 
looking in that direction. But it takes time to bring it in. 

(Discussion was continued off the record.) 

Mr. Barr. The defense establishment is planning to spend about 
500 million dollars in Europe in procuring items and they are plan- 
ning for a larger figure in fiscal 1953. Unfortunately, so far as Great 
Britain is concerned, there are not unused facilities over there that 
we can activate in the way we can in both France and Italy, as 
Senator Smith pointed out. The British would have to put another 
Centurian line of tanks into production. Indeed, we are talking 
about that with them, for us to get more tanks out of Great Britain. 
They need their present production to equip their own forces and it 
is not an easy situation, because the amount of manufacturing 
capacity that is available over there is not very large in Great Britain, 
the additional capacity, and it takes a good deal of time to activate 
in both France and Italy. 

Senator Witey. When vou talk about Britain are you talking 
about England, Scotland, and Northern Ireland? 

Mr. Batr. Qh, ves, sir. 

(Discussion was continued off the record.) 

Mr. Barr. Of course, Senator, 1 would not dare leave the thought 
with you that you can cut this program without cutting the net 
results. If you were to take 10 percent out across the board you 
will get 10 percent less results. There is no denying that. 

Senator Witey. You are going on the theory that there is no 
possibility of saving. You have indicated that if they did have the 
facilities there would and could be a considerable saving. 

Mr. Barr. That is quite right, but I have to point out also that 
you won't realize those savings, or have very many of them, in the 
first 12 months after vou start, dl ause it takes that long at least 
to get this additional production under way in the world. In the 
long run it would have that definite effect. 


BRITISH PROBLEMS AND BURDENS 


Senator Witey. You don’t mean to say that from your own knowl- 
edge you have gone over the procurement costs here and all of these 
things are just what they should be. 

Mr. Barr. No, of course not, Senator. I haven’t done it for 
Europe, either. I am sure the same thing is going to happen over 
there, and I know much less about this country. 

You will, of course, make the major decision as to what kind of a 
reaction do you expect in Europe from the action which you take. 
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It is my mature judgment that if you take an action, if the American 
Congress takes an action, which gives any basis for concluding that 
the American people are pulling out support from Europe, instead of 
doing as some people say—some people say ‘Well, that will just make 


‘them step up and carry the load’’—well, gentlemen, they can’t 


carry any more of the load today, and they won’t, in my judgment. 
Indeed, I think that the likelihood is that they will substantially 
reduce the load that they are already carrying, if it is obvious that the 
United States is pulling out of support of them. 

That is an unhappy conclusion to arrive at, but it is mine and | 
believe it particularly in Great Britain, because of the point which 1] 
have tried so hard to make, that Britain is determined not to let 
another emergency do to her what the last emergency did. She just 
could not live as an independent power through that sort of situation 
again. She had ‘‘fat’? when she went into World War II; she had an 
invisible income of roughly $1 billion a year from investments which 
she had, largely over here, and she had to sell that, and that invisible 
income is gone. She is running into so many additional problems that 
could not have been foreseen. She is going to have difficulty selling 
more in Argentina, and she is going to have a hard time buying meat 
because the Argentina meat supply is drying up on her. ‘The prices 
have gone shockingly high, and Argentina as a market for her exports 
is very poor today. 

So that, when she wants to increase her exports, where is she going 
to go to get a market? That is part of the problem that she sees. If 
this program of cuts of imports, a program which involves actions of 
the Commonwealth, would hurt her, she is producing more unem- 
plovment, as she is certain to do, she has a problem there that will 
seriously tax her wise statesmanship to see the way through. 


FUTURE OF GREAT BRITAIN 


Senator HickenLoorer. Mr. Batt, will England ever become a 
self-sustaining nation and live in the manner to which she would like 
to become accustomed? Isn’t England in fact a second-rate power 
wanting only the bitter admission of that fact, and can we by constant 
contributions, vear after vear, get England, or can England get back 
to the situation she once held? 

Mr. Barr. Senator Hickenlooper, that is a $64 question and I have 
asked it of everybody 1 could. There is no simple answer. But | 
am going to give vou some observations that bear on it. 

In the first place, we asked that same question in the twenties, 
because it looked then as if Britain definitely was a second-class power. 
She pulled herself out of that hole. 

Senator HickenLooper. She still bad things in the twenties. She 
had lost no territory, her colonial empire had not crumbled around 
her ears, her raw material sources had not quite dried up. 

Mr. Barr. 1 believe if Korea had not come, Britain would have 
needed no help from the United States and would have been onthe 
way to getting herself back on her feet. 

Senator HickKENLooPER. When you say “back on her feet’”’ | think 
there is a lot to what you say there. Pe ian Korea has affected this 
thing. But I am talking about the return of E mee to a position 
of top echelon economy such as she enjoyed prior to World War | 
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and even that she enjoyed after World War I. Whether part of this 
thing is the adamant refusal of Britain to face that fact, and you can- 
not blame them for not wanting to admit it any quicker than they have 
to. She did everything she could to recapture the dominant trade 
situation in Southeast Asia. She was not able to do that, necessarily. 
| don’t know where she is going to turn for trade. 

Discussion was continued off the record.) 

Senator HickeNLoorer. They have qualities that are most ad- 
mirable and unique in the world, almost; there is no question about 
that. 

Mr. Barr. They are not able to compete in many items of produc- 
tion with the United States, and while they are improving substan- 
tially, we at the same time are improving. In open competition, what 
will happen to them in the textile field with the United States in many 
classes of goods, with Japan, and with Germany in the case of manu- 
factured articles, what will happen to Great Britain, [ hate to 
prophesy. 


BRITISH PREFERENTIAL RAW MATERIAL SOURCES 


Senator HickKENLOoPER. Is it not true that so much of Great 
Britain’s prosperity in vears past has been as a result of preferential 
raw material deals which they were able to make through their world 
dominion empire, in which they actually in many ways-got substantial 
preferential treatment on raw materials because of their connections? 

Mr. Barr. Yes, 1 think so. 

Senator H1cKENLOopPER. Now those preferential areas are gone. 

Mr. Barr. I do not think that is true, but I do not think it was as 
significant in the changing scheme of things as the superiority they 
had in the use of their labor skills. They were able to manufacture 
much more efficiently before World War I. 

Senator HickeENLooper. I think that enters into it, ves. 

Mr. Barr. More efficiently than anybody in the world, and you had 
therefore a combination of raw material supplies which they had in 
great abundance, which they do not have now, and a great superiority 
of manufacturing skills, so that they were the skilled production 
center of the world. 


JUALITY OF BRITISH INDUSTRIAL PLANT 


Senator HickENLoopER. Of course the thing that made them able 
to compete was, there were two ends to this rope. One was preferen- 
tial raw materials treatment which they received over a long number 
of years; second, their superiority in fabrication, which made them 
traders and which made their profit very substantial and sustained 
their economy. 

Now their preferential treatment in raw materials is gone to all 
intents and purposes over the world. They are now in open com- 
petition, and have bitter competition in the world for raw materials. 
Secondly, hasn’t their industrial plant gone down to the point—I 
mean, it has not been renewed and modernized, and thev have an 
antiquated industrial plant which makes it very difficult for them to 
compete with modern machinery and modern methods in other 
places. 
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Mr. Barr. 1 would think the term “antiquated”? was a little too 
harsh. They have not kept pace with the United States. 
Senator HickeNLooper. Their looms today do not 


compare with 
ours in the United States, do they Mg 


Mr. Barr. Many of them do not, and they do not use them as 
efficiently as we do. 

Senator HickenLooper. And in their steel production they are 
tempting to modernize, but they are still behit nd our efficiency 1a st 
production? 

Mir. Barr. To some extent that is true. The new Ils 
nodern 

Senator Hick eNLOOPE! And their coal, which was the pow 
their affairs, is going in Inverse ratio, almost 

Mr. Barr. ifty mullion tons of exports of coal ive them a 
solid amount Ol ¢ xchane \\ ith which Lo buy 

Senator Tick ENLOOPE! Do they produce enough ( ri 0 
them an adequate domestic supply. to say nothing of exper 

Mr. Barr. No, sir: they do pot 

Senator HickENLOOPE! So that the fuel for ther furnaces is go 
down in England, and that was one of their greatest natural resours 

OF rry that a st p further Here ts nel ind, Whose luture | 0 
eCHncouraging as a self{-sustaimineg nation at a level that thev have every 
right to hope they could rea ‘hy And we have als rot Ltaly Vher 

Italy be self-sustaining om any kind of level except a rath 
SISLTCLICE level Phey don't have the resources, ald so ol And he 
we have Greece, that nobody ever claims, that | kno Ol, ¢ evi ( 
a ~ anv kind of measure of prosperity Hlere is Aus 
that isa tle bit of a unit that just does not have the aw mate 
amd the a and so on to make it a self-sustainn \ mh O1 \ 
reasonable degree ol prosperity 

| think the pieture is not very bright 

FUTURI L\ND AIMS OF FOREIGN-AID PROC M> 
Mr. Barr. And, you see, vou have touched inferentially on 


changed situation when vou spoke about the very large earnings that 
they had made in an earlier area which enabled them to finance the 
underdeveloped areas of the world, build them up. It was British 

eapital which had a very substantial part in the growth of the U 
States, which large Ly finaneed our rise 

Senator HickENLoopER. Point 4, but they got paid for it 

Mr. Barr. Of course, they got handsomely paid for it. Nobod: 
ever accuses the British of having been deliberately philanthropic 
with their capital when it went abroad. The trouble is today thi 
operations of our production structure are not producing the earnings 
that allow people to invest them abroad. Here we are, taxed to the 
hilt, savings, at least for people like vou and me, | suppose, not such 
as to give you any substantial surplus that you are ready to invest 
speculatively in the underdeveloped areas of the world. It is a very 
real problem that vou put out. 

Sut what are we going to do about Britain? Shall we conclude that 
Britain, having slipped this far, had just as well be allowed to slip 
to whatever level lack of support will take her? 

Senator HicKENLOOPER. I am not advocating that. 
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Mr. Barr. I am sure you are not. 

Senator HickeNnLooper. But I am trying to think about over the 
next 10 years. What are we buying? What kind of a contract? 
What kind of responsibility are we taking on? Year by year this 
contribution to foreign economies, whether it be called war prepara- 
tion or Marshall plan or whatever you want to call it 

Senator Smira of New Jersey. Defense assistance. 

Senator HicKENLOooPER. Has been growing, and we have no pros- 
pect in the next 2 years of any diminishing claims. 

Mr. Barr. No; you are quite right. That is correct. 

Senator HickeNLooper. And certainly so far as I am concerned, 
if | could have at all reasonable assurance that there was any end in 
sight except just a continually widening hole into which we throw 
the savings of the American people, and the earnings, not only here 
but abroad, | would be much happier. But I don’t know where we 
are going. We are just walking into a dark room. 

Mr. Barr. You see more clearly than I do, from the vantage point 
at which you sit, the very cloudy nature of the future. But I want 
to make a point with you that I made before you last July when I 
testified on the 1952 aid bill, and which I made with you gentlemen 
who represented the committee in Europe. I said to you then, and 
it is a good argument, that we are talking about building the defenses 
of our friendly allies and ourselves as a part of a combined operation 
on a mutual basis. We are committed here; | think our figure is still 


3‘, million men under arms. Now, we are trying to seek in Europe 


another 3 million men or thereabouts under arms and ready to fight, 
and 180,000,000 people necessary to back them up. In other words, 
a determined civil population. And we are getting that, it seems to 
us; we are getting that strength out of the amount “of this forei gn-aid 
contribution each year. If it is 6 or 7 billion dollars—six-odd I think 
for the NATO areas this year—I think what vou are providing is a 
buttress of military strength in Western Europe with populations 
larger than we have, and of armed men almost as many as we have, 
and at a very small comparative cost. 

Senator HickENLoopER. Did you read the article in the London 
Times shortly, a few days after the Lisbon Conference, in which they 
just took it apart and in effect called it a sham and a phony and 
misrepresentation; that there are no troops in being, comparatively? 

Mr. Barr. I read that. 

Senator HickeNLoorrer. And, what is more, there probably aren’t 
going to be? 

Mr. Barr. Senator, you have listened to an authority in the last 
couple of days on that subject. 


PROSPECTS OF EUROPE LIVING UP TO ITS COMMITMENTS 


Senator HickKENLOoPER. And when I stop to think that every time 
French Premier goes before the French Parliament in an attempt to 


implement what their diplomats promise they just kick him out of 


office——this last fellow was kicked out of office 3 days after he agreed 
at the Lisbon Conference—I wonder whether they are making prog- 
ress. It is those things that bother me. I doubt not that this new 
French Government will fall the minute the French Government at- 
tempts to implement by way of additional money and additional 
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levies of troops, the minute this government attempts to implement 
the diplomatic agreements at Lisbon. I hope it does not. 

Mr. Barr. That could be, and if it were, as it is, a risk, then I think 
it makes my ease for my client, Great Britain, stronger, because that 
is not going to happen there. That government is going to implement 
decisions it arrived at and its people are going to back them up. 

Senator HickeENLooperR. Well, the reason I talk to you about this 
is that IT value your judgment on other European countries. While 
vou are devoting your time to England mostly, and I understand that, 
I think it is the whole picture. 

Mr. Barr. You are quite right, Senator, but it looked just as bad 
a vear ago and still there is a great deal more —— tion in France 
today than there was a vear ago. It looked bad in Italy a year ago 
and 2 vears ago, and there is a great deal more disibiath there than 
there was. 

We have got in Europe, as I testified to you last vear, a thing called 
ECC, the European Coordinating Committee. That is made up of 
Ambassador Spofford, who represents us on NATO and, I would say, 
represents the political point of view; the head of our European 
formerly ECA—it was Katz testifying last year, and later Paul 
Porter; General Handy, who is the head of our military forces in 
Europe, and myself. We meet about once a month, and I assure you 
we pick this situation to pieces just as vou are doing now, and | think 
Handy is one of the wisest—he always calls himself a simple boy from 
the South, an extremely deceptive term. He is one of the wisest men 
I know. Handy is about as dumb as a fox, but we come to the end 
and we say, every time, ‘‘Well, what the hell are we going to do that 
we are not now doing?” 

I don’t know. There is no answer to this, except to just keep plug- 
ging at it and plugging at it and pray to God every day. 

Senator Grorce. If you do not establish a condition of peace in the 
world, of course there is no good end to the whole of it 

Mr. Barr. You are quite right. There is no use of my making a 
speech to you on that. Senator Hickenlooper is absolutely right. 
It is touch and go, but it has been touch and go and in the meantime 
we have gained strength, and I believe that some way or another, and 
I can’t see it now, given the support of the American people and not 
alone material support but the moral support without which the whole 
world is going to go to hell in a hack, we will continue to gain strength. 
But it would be a foolish man that would come in and tell vou that the 
French picture will be nicely set up and dependable and mature at any 
foreseeable period, because I don’t know what will happen to it. 

But my client is there to be counted on, and I want you to see his 
part in this picture, because I think it is of tremendous significance. 
And I want vou to see why this sort of aid, not in the category of 
finished military equipment, is so vital to him if he is to remain 
strong, and I want vou to see that while it is it a grant of aid it is not 
handed to somebody who isn’t doing his utmost to keep himself strong 
I want you to see that when vou give it to a government vou are 
giving it to a government that is determined to make itself solvent 
and determined to assume obligations which it will keep. 

Senator Gitterre. Mr. Chairman, may I ask a couple of questions? 

Senator GrorGe. Yes, Senator. 
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Senator Gitterre. Mr. Batt, we have before us a bill making 
available $7.9 billion, and in all these hearings | am yet to be convinced 
that that figure is a sacrosanct figure, that it is an untouchable figure. 
| have been asking myself, on behalf of the people that I represent, 
four questions: What are we buying—the first question—with 
$7.9 billion? Second, can we afford to buy it?) Third, can we afford 
not to buy it? And fourth, can we buy it for less? 

Now, vou have in your testimony, expecially in vour dialogue with 
Senator Wiley, when he asked vou the effect of a 10-percent cut and 
the reaction of Europe, stated, I believe, that a 10-percent cut would, 
providing we cut our own fifty-some-odd-billion dollars, not result 
in an unfavorable reaction. 

Mir. Barr. I did. L also testified, of course, that we would lose just 
that much in the way of goods over there. 

Senator GitLterreé. Yes. You said if we cut 10 percent we would 
have 10 percent less results. 

By the same token, if we increased to 10 percent we would have 
10 percent more results. 

Mr. Barr. That is right. One assumes the other. 

Senator GILLETTE. So that argument to me falls flat, and it dis- 
turbed me very much to have you say that if we cut this and didn’t 
cut our own, or if we cut any great sum, that the reaction would be 
serious on our allies. We would discourage them. They would 
pick up their marbles and go. 

So that brings me back to the question of what are we buying. 
Is there no more dependence that we can place on our associates im 
this enterprise than, if we do not make available a figure that they 
think we ought to make available, that they are gomg to run out 
on us? Is that the situation we are facing? 

Mr. Barr. Senator Gillette, they have not produced this figure, 
in the first place. Ido not think any of them know, unless they know 
as a result of this testimony, what amount we have asked for for them. 
I know when I left Brita the British had no knowledge as to what 
was going to be put in this bill for Britain and, therefore, they have 
had nothing to do with that figure. 

Senator Gitterre. There has been no discussion with them as to 
needs? 

Mr. Barr. Yes, as to needs. 

Senator GitLerre. No conferences as to need? 

Mr. Barr. Yes; plenty of conferences as to needs, but we never 
have, and I haven't, discussed with the British what we were going 
to ask this Congress for, because I could not know in Great Britain 
precisely what the development of approach of this Government to 
this problem would be. 

Now, the figure which we put in, which Washington has accepted, 
represents our view of about the least that we must have if we are 
to keep this thing going, but the British don’t know what we have 
put in. 

Mr. Barr. Yes, sir. 

Senator Giuterre. That does not interest me at all. Particularly 
am I not interested in the reaction of Europe excepting in a general 


way. My first concern as a Member of the Senate and a member of 
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this committee is those four questions that I asked, and what is the 
reaction and what is going to be the effect on the American economy. 
A man is naive indeed who does not realize that the effect of these 
cumulative appropriations expenditures at home and abroad is having 
a very serious effect on American economic stability now and in the 
future. 

I think the American people that I represent, those of lowa, are 
ready to contribute every dollar that is necessary if they are con- 
vinced that it is necessary and properly expended. But when it is 
presented—and I don’t intend this to be personally critical; you know 
how I feel toward you and the fine work you are doing 

Senator Witey. How do you feel about him? 

Senator Gitterre. | like him and I think he is competent 
capable and has done a swell job over there. He isn’t 
office, is he? 


and 
running for 


BRUROPEAN REACTION TO A SEVERE FOREIGN AID CUT 


But any money that I vote by my vote of approval will not be 
based on fear that our allies are going to be displeased if we cut it or 
are going to take up their marbles and run out and quit the game. 

Mr. Barr. Now, Senator, that is a very serious point of view that 
vou set up, and if I have left that impression in your mind I did not 
intend to, and you have chosen words which I did not use and which 
I don’t like. “Pick up their marbles and go home” indicates a sort 
of pique, and that is very far from the impression I tried to create. 

What I did want to say would be in substance like this: Senator 
Hickeslooper asks whether Britain hasn’t lost her position of world 
leadership. Of course she has. Where has it gone? It has come 
right here to the United States. And worried as vou are with that 
burden of responsibility, that baby is on your dcorstep, and the price 
of leadership 1s always expensive. 

You have to decide what is to be the impression created in the rest 
of the world asa result of your poliey. You have, of course 
the American people that you have done the right thing, otherwise 
there will be somebody sitting in your seat. 

Senator Gitterre. You don’t know how welcome they would be? 


Mr. Barr. My expression there is no more personal than yours to 
me. 


, to satisfy 


But vou are setting the frame of reference in which most of the 
world outside of the Soviet area is being formed. 
it is hideously trving in the problems that it puts up. 

Now, I say that if it became apparent to the people of Europe that 
the United States had decided to pull in its shall, for whatever reasons 
warranted us in doing that, if the became apparent, and | think it 
would become apparent if vou cut aid to them so sharply as to indicate 
that they were either going to do the job themselves or it wouldn't 
vet done, then I said that I thought you would produce such a feeling 
of inability to carry the load, you would play into the hands of those 
who are fighting the rearmament program of Great Britain and pre- 
sumably in other countries where there are the same kind of leaders 
that I don’t know as well. That is what I tried to imply when | 
said that the effect produced in the minds of those people by the way 
in which this program might be reduced was very important. 


lt is expensive and 
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Now, Mr. Wood sits over there listening to me. He may think I 
put this very badly. 

Mr. Woop. You have put it very well. 

Mr. Barr. He looked at me a little sadly a moment ago. 

Mr. Woop. I am always sad these days. 

Senator Giuterre. I paid you a compliment on the record. I don’t 
intend to extend it to Mr. Wood vet. 

Mr. Barr. And therefore what you say in this greatest deliberative 
body in the world about the attitude of the U nited States to the rest 
of the freedom-loving world; and how you handle your appropriations, 
has a very great bearing on their morale, because their morale was 
painfully low a few years ago. It is being slowly built up with great 
difficulty, and it is not nearly strong enough to stand on its own-feet 
today without help. 


WHY EUROPE NEEDS ‘HELP 


Here you had a plant, and we are talking about the physical facilities 
of Great Britain, terribly hurt, of course, as a result of war, both in 
physical production facilities, housing, and all that sort of thing, and 
they came out of the war with much less and poorer production facili- 
ties than we had. The extraordinary quality of this nation, which of 
course is inherent in your determination when you say it must be 
preserved, to come out of World War II with about $20 billion of 
additional capital facilities over what he had when it went into the 
war is, of course, a striking contrast with what you find in Europe. 
Everything was sick over there at the end of the war, and it is only 
slowly coming back toa point where it can begin to stand on its normal 
feet, but it can’t stand on its peacetime feet and carry a rearmament 
burden at the same time today. 

That is my mature judgment. That is why help is needed, and that 
help has to be tailor-made to fit the situation in each country. 

As I said to Senator Wiley, I think, or Senator Smith, opportunities 
for offshore procurement are greater in France and Italy because of 
unemployed production facilities and unemployed men, so with that 
kind of situation you can put American dollars to work doing a thing 
in those two countries which you cannot do in the same way in 
Great Britain. That is why food or cotton or things of that kind which 
will be absolutely required, financed in some source, is more essential 
in the case of Great Britain than it will be in the case of some other 
country which is more nearly self-sufficient in food and raw materials. 

Senator GitLerre. Thank you, Mr. Batt. 

Mr. Barr. And we never realize how blessed we are here that all the 
iron ore we need—we are importing some iron ore, but that is to save 
the resources in the Mesabi——all the coal we need, all the food we 
need, all of most anything we need, we have got. 

Senator Witty. We haven't got the St. Lawrence seaway vet. 

Mr. Barr. I see, sitting in Europe, that that is here just as it was 
with us during the war period. 

Senator GitLterre. That is all, Mr. Chairman, that I wanted to 
ask. 

PRICE OF LEADERSHIP—NOW AND IN THE PAST 


Senator HicKENLOoPER. I just want to revert to one statement 
that you made, which presently is certainly true. You said some- 
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thing to the of that the price of world leadership is always expen- 
sive. Now, it seems to me that those countries in the past had a 
different wt that the philosophy is different now. I don’t 
recall any country that went into a position of world leadership or 
accepted world leadership in the past that did not exploit its opera- 
tions to the point where it made a profit out of it. 

Mr. Barr. Right. I agree with that. 

Senator HickENLoopPER. We are going on a philosophy that we do 
not exploit, and I do not want to see us exploit. We are going on the 
philosophy that we do not exploit. We go in on the so-called belp 
theory, where we get nothing out of it and all we are doing is invading 
our own economy. I don’t think we can compare the activities of 
Britain or perhaps the activities at one time of France or even Spain 
hundreds of years ago, with the Roman Empire, when world dominion 
was accepted by them, or secured. They exploited it. They paid 
the bills as they went along from the exploitation of that leadership. 

Mr. Barr. The customer paid the bills. 

Senator ee And the leadership was stimulated by the 
profits to be made out of 1 

Now we have put reverse E nglish on that. We not only propose to 
accept world leadership, but we propose to pay the bill without having 
any return to the United States other than the hope of peace, which 
we hope for. 

Senator GREEN. To use Woodrow Wilson’s words, we are fighting 
not for that kind of profit. In the First World War we were fighting 
to make the world safe for democracy. Aren't we doing the same 
thing now? What are we fighting for, just to do good to others? 
No. To try to do good for ourselves and make the world safe for us. 

Senator HicKENLOoPER. I| tried to make clear when we started out 
that we have reverse English on this. Heretofore those who domi- 
nated made a profit. In this the theory is no longer to make a profit. 

(Discussion was continued off the record.) 

Senator GrorGe. We will have to go upstairs. Mr. Batt, is there 
some ‘thing else you wish to add? 

Mr. Barr. No, Senator. I am very grateful for the patience with 
which vou have listened to me. 

Senator Grorcr. We are very grateful for your attendance here 
and the statement you have made. You said you had a written 
statement? 

Mr. Barr. Yes, I have, Senator. It has not been given to your 
staff. It will be. 

(The prepared statement is as follows: ) 


STATEMENT BY WiLuiaAM L. Bart, Cuter or MSA Mission TO THE 
Unitrep KiInGpom 


There are two things that I should like to explain to the committee in this 
preliminary statement. One is the extent and significance of the contribution 
which the people of the United Kingdom are already making and are planning 
to make to the defense of the free world. The other is why assistance from this 
side of the ocean is necessary to enable their planned defense program to be carried 
out. 

The British defense program is the largest of any country participating in the 
North Atlantic Treaty Organization excepting the United States. It is the mair 
bulwark of the free world in the European area and in the Middle East and it is a 
vital factor in the preservation of freedom in southeast Asia 
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Despite a population only one-third the size of our own, the United Kingdom 
has approximately 11 army divisions on active duty outside its own borders right 
including three armored, are on the Continent, 


now, 


thre eC 
farther eastward, 


Nearly five full divisions, 


side the other United Nations forces in Kore: 


A system of 


more than 100,000 well-trained reservists each year. 
Kingdom is prepared to mobilize an additional 12 reserve divisions. 


The so-called administrative tail of the 


are in the Middle East, and an aggregate of almost three more are spread 
fighting Communist forces in the jungles of Malaya and along- 


2-year compulsory national service is in foree»which is producing 


In an emergency the United 


British Army, about a quarter of a 


million officers and men in depots and training stations in Britain, have in the 
few months been provided with small arms and given combat rane as a 


past 


precaution 
Britain now shows 


against paratroop descents so that, 


in the words of Mr. Churchill, 
“the back of a hedgehog rather than the paunc h of a rabbit to 


any unfriendly eve that might contemplate our island from above. 


The 


British Fleet is se cond only to our own amongst the world navies, while the 


Royal Air Force will be providing one-third or more of the total NATO front-line 


air s 


the 


In 


bases for the 
Thus, 


trength in Western Europe this vear 


jet engine, all regular day 


strategic significance. 


As befits the country which invented 


interceptor squadrons in Britain now have jet 
fighters and the fitting out of night fighter squadrons with jets is almost complete 
Jets have been assigned also to RAF auxiliary squadrons. In the RAF’s bomber 
command, the first squadron equipped with Canberra jet bombers has been formed 
and more are in process of formation. 
addition to the strength provided by RAF squadrons, B ritain has provided 


United States Third Air Force and the Stratezic Bomber Command. 
Britain provides an advanced striking base for our joint air power of vital 


Let me turn now to defense production, with which my own assignment is 
more directly concerned. Before going into details, it is important for us all to 
keep one basic fact in mind. Because of Britain’s responsibilities all over the 


world, her relatively heavy commitment of forces in the German occupation, her 
unceasing struggle against Communist forces in Malaya, Britain was never able 
to let down her guard and relax as 


inch 


less than 


iding ourselves, did after t! 
» 


e last 
2 vears ago, the British were 


resources to defense than we were 


lt 
to st 


and 


a number of i mportant ite 
art from scratel In tanks 


put into produ tion the ¢ enturion, a anaes 


‘ms, 


much as othe 


r nations of the free world, 


war. The simple fact is that before Korea, 


devoting : 


therefore, Br 


, for example, he 


excellent service in Korea. Her over-all tank pre 


rate 


Britain’s pioneer work in the design and development of jet engines and jet 
aircraft has been especialls 
world. We ourselve 
turbojet engines and thr 
Italv, Belgium, and t 


TI 


licensed for manufacture in the United States and 


ot a vear ago 


s have bou 


i 
1 Canberra light bomber, 


¢ 


now 


important in strengt 
eht Li 


icenses to, 


going into 


larger proportion of their total 


itain’s production did not have 
United Kingdom had developed 
"n 52-ton tank which has done 
duction this vear is double the 


j 
hening the defense of the free 
and put into production, four 


ee turboprop engines, all of British design, while France, 
he Netherlands have obtained licenses for British jet engines 


service in the RAF, has been 
Australia The pee eer rs 


of the famous Spitfire have now designed the Swift and the builders of » Hu 
eane have designed the F-3 Hawker, modern swept-wing jet int cosanaee in 
which production lines are now being tooled. The Canberra, the Swift, and 
the Hawker are all powered by the new Rolls-Royce Avon jet engine now well 
in production and for which five additional! lines are now being tooled in Britain, 
with other lines to come in Canada and Australia 

In other fields, of course, new lines of production have been started. There 
will be a good production of rockets next vear, whereas none were being made 
in 1950-51 In the case of certain types of mines, both antitank and antiper 
sonnel, only a few thousand were made in 1950-51, but their output will be 
more than 100 times greater next vear. Again, in the instance of noncombat 
vehicles of 1 ton and over, more than 25,000 will be made next year as against 
some few hundred a year ago. Altogether it is basic to a proper evaluation ef 
Britain’s proble mand h contribution to defense to recognize that she is produc- 
ing roughly two-t! dae of all | hard military goods in Western Europe 

The above fata and examples are concrete evidence that Britain’s defense 
effort is. a going concern. In value terms, firm contracts have been placed by 
+} 


‘ 


ago, 


United Kingdom for defense production totaling about $4 billion and actual 
expenditures on production are now over 50 percent above the levels of a vear 
The vital problem is to keep 


from month to month they 


have 


been rising. 
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that defense production rising, and it is a problem in which we in the United 
States as well as the British have a deep and selfish interest 

Although Britain is determined to do her utmost on defense, it is now clear 
that all of the defense goals which she set up last year cannot be achieved in full 
within the original 3-year time span. Defense expenditure in money terms 
will be about as high as the goals projected, but with allowance for increased 
prices actual deliveries will be some 10 to 15 percent behind schedule. Fulfill- 
ment of the original plans has been impeded not merely by design changes and 
other production difficulties of the same sort as those which have held us up 
here at home, but by the necessary decision to rearrange the defense program 
somewhat to reduce its adverse impact upon production for export Mi 
Churchill explained to the House of Commons: ‘‘The grave financial crisis under 
which we are laboring supplies more than sufficient explanation for this decision. 
We depend upon exports to purchase the imports ol food and raw materials 


without which we can neither rearm nor live as a solvent economic societ\ 

The imperative necessitv for Britain and the sterling area to meet the crisis 
n their external finances is obvious | cannot overemphasize the gravity of 
that crisis Britain’s gold and dollar reserves declined by the shocking amount 
of about 82,100,000,000 in the last 8 months, and a continuation of the dollar 
lrain at that rate would exhaust the reserves by this autumr In the words of 


the ( hancellor of the I xel equer: Pa \t that poi t we shou d he pa KTrupt 
Now, vou may well ask, how did that crisis come about? Wh 
| 


bv herself surmount it and at the same time proceed with an expa led defense 
program? Is not this just another case of chronic weakness are are we in the 
United States expected continuously to come to Britain's relief? These are 


serious and understandable questions 


ro answer them as clearly as | can, let me explain briefly what has been hap- 
pening to the British economy To begin with, we should remember two things 


about Britain which many of us in America, fortunately endowed and situated 
as we are geographically, are inclined to forget 
First, the 50,000,000 people of Britain ce pend for tl eir very ves on Ttoreigi 


trade, on imports from the whole world and on the things, mainl anufactured. 
which they must export to pay for their imports Britain n t buy ore thar 
half of its food abroad and must pay dollars for a great deal of it Almost al 
Britain’s raw materials, roughly 90 percent in fact, are imported and roug 

half of them come ffom outside the sterling area From nonsterling countries 
Britain has to buv about half the iron for her steel plants, half her zine, { ! 
fifths of her aluminum, seven-eighths of her cotton, and nine-tenths of het 


softwood 








The second thing to keep in mind is how radically Britain's ¢ ‘ por 
‘hanged as a result of the last war lam not referring primarily to the severe 
bomb damage, but to less ious developments ¢ tal reate! OnomIC 1 
portance Britain's capital nt at home was undermaintai land « rworked 
during the wat Her overseas investments, which before the war provided the 
income to pay for a substantial part of her essential imports, had be sold and 
heavy overseas debts accumulated—Britain was changed from an outstanding 
creditor nation to a net debtor lo make matters worse, Britail as | 
these last vears particularly post-Korea—by a worsening of what econo 
eall the terms of trade The pric f the things Brita nas vbroad 
food and raw materials—have rise much mor relative prewal 
year han the prices of the mar ictured artic he had ( ] ‘ 
! id tos nanv more eXpor }tls to et Da ‘ Lire iy ! ~ 
bDerore br uns real production last ear Was irked ve re ir leve 
but of the big increase in last vear’s production over prewar rates, three-fift! 
was lost because of worsened terms of trade As a result of all these things: 
Britain has had to strain every nerve to fill the re ltant gap her overseas 
earnings with additional exports. 

Chis is the picture of a country which must sell abroad to e: ind so ¢ ar 
appreciate the magnitude of the verv real postwar accomplishments of the | ted 
Kingdon hicl ade effective se of the assistance rovid | | 
stat and w did achieve a bala 1 trade POsItLe 1950 B i - 

isd partiv to a combination of circumstances wl d j } 
British impor had be restricted to suet ww leve ut { 1 
panded only at the expense of reducing stocks of raw materials, and at co i 
not continue, At the same time, the prices of sterling area raw materia n as 
rubber, wool, and tin had risen sharplv and brought a big inflo i oOMars 
sterling area (although thev had also seriously raised the cost of Brita mports 
Some inflow of speculative capital funds only added to the sion of d ir pler 
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In 1951 these trends, generally so favorable, were sharply reversed. Industrial 
production in the United Kingdom, which had risen so markedly in the Marshall- 
plan period (from 1947 through 1950), virtually leveled off because of raw material 
supply difficulties, notably of iron ore and scrap. The terms of trade turned still 
further against Britain, and exports earned a smaller real return in terms of 
imports. At the same time the prices of sterling area raw materials dropped by 
about 30 percent from their post-Korea peak levels—and every time a penny is 
knocked off the price of rubber it means a loss of $10 million a year to the sterling 
area—while the physical volume of United States imports of these commodities 
dropped off as well. In 1951 we stopped buying tin, and this cost the sterling 
area about $65 million. The loss of Persian oil is taking about $300 million out 
of Britain’s annual dollar income. Speculative capital funds moved out in 
response to the worsened trade position. In the face of these difficulties Britain 
had to import more raw materials to rebuild depleted stocks and meet the enlarged 
defense requirements now beginning to take real shape. ‘The other sterling-area 
countries were sharply increasing their dollar imports at the same time. These 
were the developments which culminated in the staggering drain of gold and 
dollar reserves, a drain which absolutely has to be stopped. Britain must be 
able to continue to buy the essential dollar imports needed to sustain production; 
Britain must remain solvent. 

Here is an economic situation of a kind quite unfamiliar to us at home—a 
country whose government’s domestic budget is virtually balanced and yet in 
such precarious status as a result of lack of balance between exports and imports. 

Therefore Britain must export more in order to maintain a sound economy. 
And there is a direct conflict between the need to export more and at the same 
time to expand defense production. That conflict is particularly acute because 
defense production impinges most directly on the engineering industries—the 
very industries from which Britain can secure civilian products which can most 
easily be sold abroad. Unfortunately, there is no easy way by which Britain 
can meet both these needs. Unlike our own economy, their industrial resources 
cannot be released to meet these needs on any significant scale by restriction of 
domestic consumption, for consumption of durable consumer’s goods is already 
low. Last vear only 110,000 automobiles were allowed on the home market, 
with the rest going to export, and this year only 60,000 will be released for the 
home market, about 12 percent of the estimated output. Thousands of British 
car purchasers who have been waiting since 1946 to be permitted to buy a new 


car will now have to wait 2 or 3 vears more and even then to face a sales tax of 
67 percent. Nobody who has had one new postwar car will be allowed to buy 


another 

From any American point of view the British standard of living is low. The 
meat ration is now only 11 ounces of carcass meat per person per week—that 
means 2 very small chops—plus a 4-ounce ration of bacon. The British cheese 
ration is 142 ounces per week, sugar 10 ounces, and tea 2 ounces, while during the 
winter months the English housewife is lucky if she can regularly get 1 egg per 
person per week. Yet the emergency import cuts imposed because of the bal- 
ance-of-payments crisis will hit very directly at these already low consumption 
levels. 

Determined to balance her external trade and thereby firmly fix the stability of 
the pound sterling, the United Kingdom has undertaken to reduce the level of 
imports of goods and services on the order of close to $1,700 million a vear. To 
build up exports, she has severely slashed domestic capital investment. Even 
reconstruction of war damage has had to be still further delayed. The major 
cuts have been made here, not in defense. 

Despite all those drastic steps, however, the overriding foreign trade problem, 
the dollar gap cannot yet be said to be in hand. Certainly, to support the heavy 
British defense effort it ic imperative that we furnish some of the vital raw materi- 
als and machinery from the dollar area which they simply haven’t the dollars to 
buy. To the extent we fail to provide that support now, there is the grave risk 
that the United Kingdom will be forced to curtail defense production. They 
would have to cut back because they couldn’t get enough raw materials or because 
they had to divert industry to export production, as they already have had to do 
to some extent. In either case, defense production would necessarily be damaged 
much more than the foreign trade position would be benefited. If essential dollar 
raw material imports have to be curtailed, the loss in finished defense production 
would be many times the value of the imports which were cut. If defense pro- 
duction were switched to exports, the cost of dislocation would involve the loss of 
more than a dollar’s worth of defense production in order to gain a dollar’s worth 
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of exports. And a dollar’s worth of United Kingdom defense production lost 
could probably only be replaced by increased United States production at higher 
cost if it could be replaced at all. A Centurion tank costs them $106,000, a 
modern jet fighter $168,000, and a fleet aircraft carrier of around 50,000 tons 
displacement $45 million. I know of no better defense value for a United States 
dollar than support of the defense production program of the United Kingdom 
British actions to meet their severe trade problem are not confined to negativ: 
slashes of imports and investment. They are also taking vigorous action t 
eliminate inflation and to increase exports. Civil g 
been held down for the coming British financial vear, despite higher prices, so 
that the share of national resources taken by civil government uses will tall from 


rovernment expenditures have 


15 to 13% percent Food subsidies have been cut by 40 percent and taxes revised 
to provide greater incentives for work and enterprise. <A firm restrictive monetar 
policv has been imposed to check money expansion. These vigorous policies will 


be effective in helping to meet the balance of payments problem and thus pre 
serving the value of the pound. There is every reason to believe that the- 
policies will go a long way toward the fulfillment of a defense program which will 
make a tremendously vital contribution to the security of the free world 
In addition to immediate measures, Great Britain, together with her Commo: 
wealth partners, has been giving thought to the long-range prospects for thi 
British economy and the sterling area. At the Commonwealth Finance Ministers 


meeting in London last Januarv, the countries of the sterling area anno inced 
that they were determined to bring and keep their foreign trade in balance, t 
combat inflation, to expand their resources, and as soon as possible to mak 
sterling convertible into all currencies of the world including dollars Each wee} 


brings news of additional and hard steps being taken by Britain and the Commor 
wealth to carry out that commitment. No one will underestimate the difficulties 
which must be overcome in the carrying out of this program. It is impossible to 
forecast with assurance the position in which Great Britain and the Commonwealth 
will find themselves 2 or 3 years from now. I can only point to the undeniable 
fact that the British people have conquered adversity many times in their long 
history and give to you my deep conviction that they will do it again 

But it is the immediate problem with which we are now concerned. That is 
to insure the fulfillment of Britain’s defense program this coming vear a program 
which next to our own is the most importar t Part of the free world’s defense effort 

T believe the facts I have given speak for themselves Great Britain is makings 
a solid contribution toward our common defer se, she is encounte ring tremendous 
economic problems in doing so, and she is making every effort to overcome thes 
problems herself. But there still remains that small margin between successful 
achievement and the possibility of failure through economic adversity I’xpressed 
in dollar terms, the contribution needed to see the British over this “hump’’ 
represents only a fraction of what they themselves intend to spend for defens: 





during the coming year. In various ways which from month to Month may 
change, some support from us is absolutely essential. Financial support over 
these critical months ahead must be provided to make available essential m: 

or their defense production schedules will most certainly be eut In m 

about $600 million of defense support is fully justified and is certair 

than the amount required. The cost of that support to us is reall 

pared to the large dividends which it will yield in mutual securit) 


Senator GrorGcre. Can we come back at 2:30, gentlemen—M) 
Wood? 

Mr. Woop. Yes; indeed, Senator. 

Mr. Barr. You have finished, I take it, with me? 

Senator GrorGe. Unless you wish to add something else. 

Mr. Barr. I am afraid not. I could not make it any clearer, I 
think, than I have. 

Senator GrorGe. I think you have made it very clear. It was very 
forceful. We are very glad to have had you. 

If it is agreeable with the committee, we will come back down at 
2:30. 

(Whereupon, at 12:20 p. m., a recess was taken to 2:30 p. m. of the 
same day.) 











SIS MUTUAL SECURITY ACT OF 1952 
AFTER RECESS 


(The hearing resumed at 2:30 p. m.) 
Senator GrorGe. The committee will be in order. Mr. Wood, do 
you care to proceed at this time? 


Mr. Woop. Yes, sir. 


STATEMENTS OF TYLER WOOD, ASSOCIATE DEPUTY DIRECTOR, 
MUTUAL SECURITY AGENCY; MAJ. GEN. GEORGE H. OLMSTED, 
DIRECTOR, OFFICE OF MILITARY ASSISTANCE, OFFICE OF THE 
SECRETARY OF DEFENSE; AND HARLAN CLEVELAND, ASSISTANT 
ADMINISTRATOR FOR EUROPE, MUTUAL SECURITY AGENCY 
Resumed 


Mr. Woop. I thought, if it suited you and the committee, that we 
would carry forward the next part of our presentation with a trium- 
virate of witnesses consisting of General Olmsted, myself, and Mr. 
Cleveland. General Olmsted has all of the information on the mili- 
tarv side; Mr. Cleveland has the information on defense support; | am 
prepared to cover general questions. 

This program has been developed as a really integrated program. 
The military and the economic components are part of a single whole. 
[, therefore, thought it might save your time, and make for a more 
lucid presentation, if three of us took part in the presentation together. 

Senator GrorGe. | think that might be a good ide: 

Senator HickenLooprer. The day before yesterday when General 
Gruenther came up here, we had a map with arrows pointing around 
every place “top secret,’ and it was most “top secret’? and before 
they would let the newspapermen in afterwards, the bovs had to roll 
up the m: ip because it was so ‘top secret.”” And I see it in the paper 
this morning, photographed over in the House Foreign Affairs Com- 
mittee, and they had General Gruenther pointing to it. 

Mr. Woop. Senator, it might be the element of time. Some- 
thing that is top secret today may not be tomorrow. 

Senator George and gentlemen, I think that vou might regard us, 
if you will, as the “pick and shovel boys.’ You have already had, 
| ties nk in a fashion much better than we ourselves could present them, 
the general principles of the foreign policy upon which the proposals 
in this bill are based. We will therefore try to conserve your time 
by not going over that sort of material again. With your permission, 
we will try to present to vou as rapidly and vet as completely as 
possible, the facts and figures about this program. 

We propose to start, if we may, with the title I area, and I had 
thought that we might begin by covering two or three of the major 
countries that are particularly representative in some detail, possibly 
France and the United Kingdom. However, since vou have alread) 
heard a most adequate discussion of the economic problems and 
need for defense support in these two countries from Messrs. Bruce 


and Batt. and we will not spend much time on that phase of the mat- 
ter, but will instead concentrate on the figures of their military 


programs 

General Olmsted will cover questions with respect: to the size of 
the forces, the amounts of military end-item aid required, and other 
related issues. Then Mr. Cleveland will cover the defense support 
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element of this program and show how that defense support ties into, 
and makes possible, the total program that we are talking about. 


TOTAL FUNDS REQUIRED BY EUROPE 


Before we proceed in this fashion, I would like to draw your atten- 
tion, just by way of summary, to this chart. It will give vou a brief 
picture of exactly what we are talking about now in this portion of 
our presentation. 


THE MILITARY BALANCE SHEET: 
MOST OF THE FUNDS NEEDED TO HNANCE THE (252-53 
PODER OF CRE WL BORNE OF WESTERN EUROPE 





me ae for the 1952 3 eso — 417 7 BILLION™ 


DEFENSE EXPENDITURES OF WESTERN EUROPE -$/3.9 billion “ 


Made possible by US Defense Support 


‘ay 
DEFENSE SUPPORT FROM US 
fo 


FUNDS FOR US OFFSHORE PROCUREMENT = 1.0) 


FUNDS FOR END-ITEMS FROM US. = “ry 


(/NCLUDES MILITARY TRAINING ) 


THIS SHOWS FUNDS THAT GOVERNMENTS NEED 
TO MAKE AVA/LABLE FOR 3. HISCAL YEAR 952-53 
#® EXCLUDES MILITARY END-ITEMS FROM CANADA 
NOTE! THESE FIGURES EXCLUDE GREECE AND TURKEY AND /NCLUDE GERMANY 


This top bar shows the funds required for the 1952-53 European 
program. 

Senator SmiruH. 1 thought Mr. Batt said this morning that figure 
was 14. Was he wrong? 

Mr. Woop. The $14 billion figure—-or, to be exact, the $13.9 
figure—appears here [pointing] and it represents the defense expendi- 
tures of the Western European nations. It is supplemented in two 
ways: First, by the $2.8 billion of funds that are being requested 
for the production in the United States, and shipment to Europe, of 
military end items, and second, by the $1 billion which is our present 
estimate for offshore procurement, that is, the purchase of military 
end items manufactured in Europe for use in Europe. It is the $13.9 
billion in European defense expenditures plus these two items—the 
$1 billion for offshore procurement and $2.8 billion for end items 
produced in the United States which gives vou the total funds re- 
quired, both from European sources and from our proposed assistance, 
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in order to make it possible for European countries to meet the targets 
set in the Lisbon plan. 

I would also like to call your attention to this figure of $1.4 billion 
[pointing]. It represents the defense support which we propose for 
this area. It is shown here on this chart as I think is the only correct 
and truthful way of showing it, as the element to be received from us 
which will make it possible for the Lisbon countries to spend for 
military purposes—for military production, the pay and the training 
of troops, and so forth—the total of $13.9 billion in defense expendi- 
tures that is presently planned. 

Senator Gitterre. That 1.4 is included in this 13.9? 

Mr. Woop. That is correct; it supports the 13.9. 

You can look at it several ways. The total that is being requested 
from the Congress at the moment, for this particular group of countries, 
consists of three elements: the $2.8 billion for military end items pro- 
duced in the United States; $1.0 billion for offshore procurement; and 
the $1.4 billion for defense support. The $1.4 billion is shown here as 
supporting a very large element—the $13.9 billion of European defense 
expenditures. You have already had testimony to the effect that the 
$1.4 billion of defense support will, purely on the basis of its economic 
effects—and forgetting for the moment the political and psychological 
effects that Mr. Batt was talking about—permit the expenditure by 
these countries of from two and one-half to three times that amount. 
We have got some specific examples of this multiplier effect if the com- 
mittee should wish to go into them. I take as an illustration a case in 
Germany. In this case the import of certain amounts of coal has 
permitted the production of a certain amount of steel, with a value 
many times the cost of the imported coal. 

This multiplier effect is to be found throughout the defense-support 
programs. Mr. Cleveland can give you other concrete examples if 
you are interested in his doing so. 

Before I leave this chart, I might just call your attention to one more 
general point, which has been only partially covered before. It is this: 
the $13.9 billion in European defense expenditures in fact purchases, 
because of the lower rates of pay that Mr. Bruce referred to and other 
lower costs, very much more in the way of men under arms and 
equipped than a similar amount of money purchases in the United 
States. Estimates have been made that taking everything into ac- 
count, the $13.9 billion spent in Europe will have more than twice 
the purchasing power, in terms of men and arms, or equipped divisions, 
as the same amount spent in the United States. 

Senator Smirx#. That $13.9 billion, added to these three things be- 
low, makes vour $17.7 billion? 

Mr. Woop. No. The $13.9 billion, added to the $1.0 billion for 
offshore procurement and the $2.8 billion for end items to be produced 
in the United States make your $17 billion. The $1.4 billion is re- 
garded as necessary support for the $13.9 billion. 

Senator HickKENLOooPER. The 1.4 is a part of the 13.9? 

Mr. Woop. Yes, although it comes from us, Senator. The total 
request for authorizations from the Congress is composed of those 
three items. 

Senator HickENLooPER. The 1.0 comes from us, and the 2.8 comes 
from us? 

Mr. Woop. And so does the 1.4. 
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Senator GrorGr. Making a total of what? 

Mr. Woop. Making a total of $5.2 billion requested for both mili- 
tary end items and defense support aid for these countries which 
joined together in the Lisbon plan. 

That does not include Austria, Greece, Turkey, or Yugoslavia. It 
does include Germany, but it does not include Spain. 

We will, if it please the committee, and if we can, also cover Greece 
and Turkey this afternoon. Then, if we have time for it, we will try 
to cover Yugoslavia also. The countries we will just concentrate on 
are those which were the original members of NATO and which were 
covered by the TCC operations. Greece and Turkey had not at that 
point yet ‘been admitted to membership and therefore they had noth- 
ing to do with the TCC operation. 

Senator GitLerrre. The sum of those three items, of course, being 
5.2, what makes up the 1.7 total to make up the 7.9 billion? What 
are those items? 

Mr. Woop. The balance is composed of aid for certain other coun- 
tries in Europe—Greece, Turkey, Austria, and Yugoslavia, and for 
certain other areas of the world—the Middle East, south Asia, the 
Far East, and Latin America—which are covered in titles II, III, and 


LV of the bill. 


REPORT ON PAST ACTIVITIES 


Before we pass on to General Olmsted, I would like to report to the 
committee that we will have available, and that I propose, with its 
permission, to insert in the record, a fairly detailed report which 
shows, item by item, what we have done to carry out the provisions 
of the Mutual Security Act of 1951. This report covers such things 
as our efforts to get assurances from other countries pursuant to 
section 511, and the actions which we have taken under section 521 
with respect to exemptions from taxes. We will have a well- 
documented and full report on these subjects and I would therefore 
suggest, unless you feel otherwise, that we do not go into these 
subjects now. 

lf | may, I will now ask General Olmsted to proceed with the 
military side of the program. I have suggested that he spend the 
first few moments describing how we have reached the conclusions 
which we present as to amounts and forms of military end-item aid 
which are required—the process which we go through in developing 
our request. This will give you some concept of the kind of thorough 
screening and processing which lies behind our figures. Then, per- 
haps, he will have a few words to say generally about the total force 
goals and state of readiness of forces. Thereafter, I will ask Mr. 
Cleveland to do the same thing on the economic side. 


CHANGES IN MSA OPERATIONS AND ORGANIZATION 


Senator Smira. May [ ask you a preliminary question? How does 
e J . “se ° . rc . . 
your formula and method of operation differ this year, fundamentally, 
from last year? I was told by one of your group that you have a 
totally new group; that you have the TCC, and it is a totally new 
approach from what we have had before. This is a brand new pre- 
sentation to the Congress; is that right? 
Mr. Woop. That is correct, Senator Smith. 
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Senator Smiru. I am not clear what that means. 

Mr. Woop. The appropriation is not wholly new as it relates to the 
types of operations which are carried on in each country, although 
we believe that these operations are now much more efficient and 
effective, and thus many are better tied together on the economic and 
the military side. What I think the man who was talking to vou had 
in mind was this: For the first time we have a completely integrated 
program, a program which is based on the determinations and conclu- 
sions of the TCC, on the agreements made by the executive branches 
of the other governments concerned and to carry out these determi- 
nations, and much more clearly defined force goals than ever before, 
especially for the calendar vear 1952. 

There have been many changes and improvements, I believe, in the 
whole organization for the conduct of this program and in the methods 
of its operation. These changes and improvements grow out of the 
appointment of Mr. Harriman as Director for Mutual Security, with 
responsibility for coordinating all aspects of this aid program and out 
of the appointment of Mr. Draper, as the representative of all of the 
various departments concerned with the program and NATO in 
Europe. There has also been a very considerable consideration and 
integration in each country of the so-called country team, consisting 
of the Ambassador, as the leader of that team, the Chief of the 
Military Assistance Advisory Group (MAAG), and the Chief of the 
Mutual Security Agency Mission. They now operate much more 
efficiently and effectively as a team. 

Does that cover the point that vou had in mind? 

Senator Smirx. The real addition is the TCC? 

Mr. Woop. That is correct. 

Senator SmitH. And you have these various countries making 
estimates of their own possibilities and their own needs, they have 
put both in, what they need for their defense and what the possibilities 
are of meeting that need, and what the difference is? 

Mr. Woop. We had the rudiments and, in fact, more than the 
rudiments, of that system before. The difference in approach which 
was added by the TCC was the fact that a high level representative 
from each of the NATO countries got together, as Mr. Harriman 
testified earlier, and put all of their problems out on the table. Each 
representative looked at them, and then, as a group, they came out 
with some affirmative and definitive conclusions as to what each 
country should try to do. In that respect you have to a greater 
extent and in more definite forms than ever before the foundation 
or the basis for a plan and a program to achieve the specific goals 
developed in the TCC process. 

General, would you proceed from here? 

General Otmstep. Mr. Chairman and gentlemen, as I was starting 
to say yesterday, it is my purpose to try to show to you and to the 
committee what has happened to your money, and what we propose 
to do with the money for the military end items we are now requesting. 


MILITARY REQUIREMENTS BASED ON DEFENSE PLANS 


First let me say something that I am sure you all know: That a 
matter of military requirements starts from a war plan. In that war 
plan or defense plan or military plan, certain missions are agreed to, 
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and allocated or assigned to certain of the partners. To implement 
those missions, certain forces are required; and those forces, to use our 
United States military phrase, have tables of organization and equip- 
ment, and so, for example, of country A is going to provide an infantry 
battalion, from our table of organization and equipment it is all 
spelled out what it would take, by item, how much of each, how many 
rifles, how many machine guns, how many carbines, and how many 
mortars, 60 millimeter, and so forth, would be required for the equip- 
ment, the initial equipment of that unit. 

Senator Smiru. ‘That suggests that you are making all of these 
divisions abroad uniform in size to conform to our specifications 
for equipment. 

General OLMstep. We use a much more austere table of organiza- 
tion and equipment for the European units than we do for our own. 

Senator SmirH. You make them uniform, all the same? 

General OLMstEp. Beg pardon? 

Senator Smiru. Do you make them all the same? Is Italy the 
same as France and the same as Benelux? 

General Otmstep. Within the limitations of the differences of 
their mission. 

For instance, a mountain division in Italy would have a different 
table of organizations than an infantry or armor division up in the 
Low Countries; but within the limitations of their mission, we try 
to treat them all alike. 

Senator SmirH. So a division in France and Italy with the same 
missions would have the same firepower and same equipment? 

General OtmMstep. And the same mobility, ves, sir. Having 
established what that table of organization and equipment is, and 
what the requirements would be, then this tvpe of procedure ensues, 
and I will, if | may, point it out on these charts. 


MILITARY MISSIONS ABROAD AND REGIONAL SET-UP 


exactly 2 vears ago this month that the first equipment was shipped 
we have established in all of the countries around the perimeter of the 
iron curtain with whom we are having a military assistance program, 
these military assistance advisory groups. These are joint in character, 
that is, there are Army, Navy, and Air people in each. ‘Total, person- 
nelwise, now we have about 3,200 American officers and men in those 
missions. It has been a real task to find qualitied people, because 
the military educational systems in this country have not prepared 
our people for this tvpe of work, which is different from a command 
relationship. It is a relationship that is only partly military, and it is 
more a matter of leadership than command, and it is also partly 
diplomatic and partly economic. 

Our Western European missions tie into a regional office which we 
call JAMAG, at London, 

If there are*tany questions or comments as we go along, I should 
be very glad to answer them. 

Senator SmirxH. Each of those red dots is a mission? 

Senator Witey. Where are the red dots? I can see only two or 
three of them? 


In the first place, we have established in the 2 years—and it is 
| 
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General Otmstep. Norway, Denmark, Holland, Belgium, France, 
England, Portugal, Italy, Yugoslavia, Greece, Turkey, Iran, Thai- 
land, Indochina, Indonesia, Philippines, and Formosa. 

Now, in order to help them make up their requirements and to 
teach them how to use the equipment and how to take care of it, we 
are putting a small mission there to perform the normal functions of 
our other missions. If they request it, they will perform a training 
function, too, again at the expense of the Saudi Arabs. What I 
mean is a tactical training function. 

Senator GitLerre. Those missions are established at the request 
of the countries? 

General O_msrep. Yes, sir. 


FORMULATING BASIC REQUIREMENTS 


Now, when these missions are told to start the preparation of their 
program for the 1953 program—those instructions went out last 
summer—our Army, Navy, and Air people sit down in the host 
ceuntry with their opposite numbers, and they make up this list of 
requirements, Which are the gross requirements for the forces in 
being, plus the requirements for the forces to be phased into activity 
in the next 12 months. 

Those gross requirements are then reduced to the extent that the 
country can help itself. In other words, indigenous production and 
indigenously produced items come off of those gross requirements, 
and there is the first real point of coordination between our military 
people and our economic people in the country. 

I say first in this story, country A says, “Now, we cannot only do 
the things that are ineligib le for military aid, such as paying these 
men and feeding them and providing their uniforms and their house- 
keeping, and so on, we cannot only do that but we can make some of 
the artillery,” and I will show you an example in a moment of a 
country that has undertaken to make part of its artille ‘ry requirement. 
That is the point at which our economic-mission chief and our military- 
mission chief, not only talking with their opposite numbers but also 
with the fiscal people in that government, make sure that there are 
provisions in that country budget to provide for the things which the 
country has undertaken to do, that is, the pay and the rations and 
the quarterly expense, and the specific hardware that the country has 
agreed to provide. ‘These requirements, screened at that point, then 
go to the regional office, and there they are screened again on the 
question of cross help. 

Suppose Belgium can make a surplus of rockets, for example, surplus 
to their need, which it can, and suppose Italy has a requirement for 
rockets. There it is worked out where Belgium and Italy make their 
own deal in their own currencies and on their own basis, and those 
rockets are taken off of the United States deficiency list. 

These deficiency lists then come to Washington, and they are dis- 
tributed to our three services, where they are screened with the test 
of availability, can the item be made, and is it something that we 
are making anyway? We do not presume to make nonstandard items 
for these allies of ours. Also, the pricing test is applied. Obviously, 
these lists exceed the amount of funds which we could reasonably 
expect, and so the pricing test is begun to be applied right here. 
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CHECK AND REVIEW OF PROPOSED PROGRAMS 


From the services, these programs then, with the price tag attached, 
come to the office of the Secretary of Defense, and there we check the 
strategic problems with the Joint Chiefs of Staff, and the economic 
problems with the Mutual Security Agency, and the political problems 
with the State Department, to make sure that in these proposed 
programs we are in harmony with the rest of our United States na- 
tional policy, and that there is not an obvious gap on the economic 
side that would make the military end item program come to nothing. 

As has been said many times here, and I thoroughly concur with it, 
the equipment and the providing of military equipment alone, if the 
country itself cannot provide the money to pay them and do the 
things we will not do, they will not wind up with an effective force. 

From there, the process continues through the Bureau of the 
Budget, and the congressional appropriations; and the items are 
procured either through offshore procurement, from United States 
military stocks, or from new production in the United States. Ob- 
viously, coming out with a lesser amount than we start in with, then 
we have to go back through that process and refine the programs. If 
we come out here and say, ‘“‘We have taken a certain reduction,” we 
consult the Joint Chiefs of Staff as to their advice of how to apply 
that reduction, and then we go back to the MAG in the country and 
say, ‘‘You are not going to get the money you expected; you are going 
to get so much less. Now, refine your program.”’ 

Refining a program is not a simple process, because when you take 
off a gun, you must take off all of the ancillary equipment that goes 
with it, the truck to haul it andthe ammunition to serve it and the 
spare parts, and perhaps the fire-control equipment, and so forth, and 
to keep it in balance we go through the whole process again. And 
we are just now concluding the refining of the 1952 programs as a 
result of the appropriation, and then the transfer, and so forth 
Last summer we started this 1953 program, and we are down at this 
point right now on the 1953—the congressional approval. And 
within a few months, we will start the 1954 cycle back at the country 
level. 

The point I would like to point out here is that very expert and very 
earnest men, both on the military and the economic side, check these 
requirements at each successive step. 

Under the approved criteria, the forces which are eligible to receive 
equipment, the scale to which they will be equipped, the requirements 
which must be met before the country is eligible to receive grant end- 
item aid, and types of matériel which are ineligible for inclusion in the 
program are all set forth in detail for the guidance of these personnel 
in the screening of the requirements. Every effort is made to insure 
that our assistance is directed to units which are capable of utilizing 
the quipment to produce combat-ready forces committed to the defense 
of the NAT area. To assist the United States in the formulation of 
MDA programs we receive periodic detailed reports from the MAAGs 
and JAMAG of the activation dates, training status and combat 
readiness of all active and reserve units. 

Furthermore, regardless of the inclusion of matériel in an approved 
program, nothing is delivered until called forward by the MAAG at 
the time the unit is ready to receive and utilize the equipment in 
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question. The priority indications of SACEUR will also be taken 
into account as the programs are developed, and will be reflected in 
the call forward of equipment by the MAAGs. 

Now, here is a new ehart. This is a picture of their work sheet. 
For every country and for every item, we get a work sheet. This 
shows the initial equipment required for the forces in being now. 
This is the self-propelled 105 howitzer for France, and these are actual 
figures off that particular work sheet. 

As I sav, for every country and for every item, we have a work 
sheet of that kind. This is simply a picture of the data that comes 
back to our services, upon which they make their decision. 

This chart is a comparative personnel cost of forces, world-wide, 
United prs forces as opposed or compared to the Western European 
forces in the North Atlantic Treaty area. All of the figures that I 
vive you and all of the programing that we do is limited to the forces 
committed to NATO insofar as the European countries are concerned. 
We make no provision for British forces outside of the NATO area. 
We do have a separate program, which I will mention to you, for 
Indochina, and to that extent we are helping France outside of 
metropolitan France. 


MOBILIZABLE FORCES IN EUROPE 


Mobilizable on D-plus-90- day basis, the United States Army as of 
now, as of January 1, 1952, has this strength [indicating]. That does 
not include procurement and it does not include construction. The 
current Defense Department asking for United States forces is about 
$50 billion, but we are trying to draw'this picture to you on a personnel- 
cost basis, because within that $50 billion budget figure are many costs 
that vou do not find over here, and so the comparison might be quite 
unfavorable, or quite susceptible of misunderstanding. 

Now, the North Atlantic Treaty Organization forces in Europe as 
of Janu: ary 1 this vear, mobilizable on D-plus-90-day basis, totals 
this figure here [indicating]. That is as of last January 1. Their 
personnel expenditures total this figure here [indicating]. You will 
see from those figures “ at on a readily mobilizable basis, there are 
more here than there, at approximately one- fourth of the cost. 

Now, vou might say, “How does that h: appen?”’ Well, there is a 
marked difference in pay, as vou know. ‘There is a marked difference 
in standard of living of the forces. And in addition to that, only 2 
million of these people are on active duty ; the rest are trained reserves, 
with their unit assignments and the cadre organizations, officers, and 
noncoms, in being, but the fillers, the privates, doing their daily job 
and susceptible to mobilization within, most of them, a 3- to 15-day 
period. 

Senator Witey. How do you figure that last figure there, the 
European number? How do vou get that amount? The figures we 
have had heretofore did not indicate to me anything like that. 

General Otmsrep. You mean that figure there [indicating]? That 
is on their strength reports, verified by our own missions in their 
countries. 

Senator Gitterre. That includes our figures there? 

General OtmMstep. No. This is our total strength, world-wide. 
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Senator Gitterre. These are NATO forces, exclusive of America’s 
contribution? 

General Ou_mstrep. Yes, sir, and excluding Greece, Turkey, and 
Germany. I will give you this breakdown by countries 

This chart shows the same picture 

Senator HickENLooPER. May I ask a question on the other chart 
that vou had just before you put this one up? 

I think what Senator Wiley was raising a question on was concerned 
with the actual troops in being in active service now in Europe, and 
this is a D- plus-90- day mobilization, calling up reserves, and so on; is 
that correct? 

General Otmstep. That is your active duty figure {indicating}. 

Now, this new chart gives the active and mobilizable figures on 
D-plus-90-day basis, and it gives where the figures have been in 1952 
and where they will be in 1953, and with the same figure for United 
States forces world-wide 


READINESS AND IMPORTANCE OF RESERVES IN EUROPE 


Senator HicKENLOOPER. Now, General, the D-plus-90-day  busi- 
ness is interesting, but when does D-day start? | understand what 
D-day is; but let us suppose there is going to be a D-day, and that 
D-day will be the jump-off day for the Russians, will it not? 

General Otmstrep. It could very well be. 

Senator HIcKENLOOPER. And the Russians are going to jump off 
when they are good and ready and fully mobilized to jump. And if 
we have too many reserves that it is going to take up to 90 days to get 
up in strength, we are going to have quite a little period of time there 

General Oumstrep. That is correct. 

Senator HicKENLOoPER. It is going to be difficult, is it not? 

General Otmstep. Yes. And if M-day, mobilization day, and 
D-day are different, you might get your 90 days in by mobilizing ahead 
of the actual jump-off. But | think that vour assumption is very 
reasonable, and that M-day and D-day may be the same day 

One thing I would like to emphasize is 

Senator HicKENLOopPER. Under our theory that we are not going to 
attack any body, but if there is any trouble we will be attacked, 
would seem to me that M-day and D-day are almost bound to be 
the same day. 

General O_tmsrep. Again, I want to say that the difference between 
this reserve system and our own is that their reservists already have 
their training, and they have their unit assignment and they have 
their individual equipment, so that when they are told to go, they 
know exactly where to go, and they know exactly where to get their 
equipment, and they go into the ranks as trained and dependable 
personnel. They get away from the necessity that we have when we 
organize or mobilize our reserve division, of giving it 80 percent of 
its personnel in fillers, all of whom have to have their basic training 
before they can be regarded as being combat-effective 

Senator GeorGe. Are there any further questions of the general? 

General OutmMsrep. | do not want to go too fast, but I do not want 
to unduly consume your time. 
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ACCOMPLISHMENT OF MILITARY ASSISTANCE SO FAR 


Now, to answer that question of what has happened to your money. 

I am sorry these letters are so small, but I will read them, if I may. 

Now, when I say “United States-supplies,” I have taken out all 
of the items which we expect, with the support of our economic 
people and the support of the country people themselves, which we 
feel that we have a right to expect that they will provide for them- 
selves. That is, roughly speaking, and this is a very rough rule of 
thumb, the United States-supplied items represent about half of the 
capital equipment cost. 

Of course, once the capital equipment cost is in place, subject only 
to maintenance and spare parts, the remaining operating cost then 
goes over onto the country’s own budget. These are the comparable 
figures for ships: The figure ov the left, as you look at it, of the slant, 
is destroyer escorts and larger; and the figure on the right is smaller 
than destroyer escort vessels. 

These are the number of aircraft, how the budget was through 1950, 
and 1951, and 1952. 

Now, if you remember the targets, the requirements which General 
Gruenther mentioned to you, you will remember that their force 
targets were above this figure. This is the progress toward that 
force target that we expect to make with the money which we are 
now requesting. 

To be a little more specific, if I might take your chart down for a 
moment here, this is, in terms of dollars and major categories of 
equipment, what has been programed and funded through 1952; and 
the orange cross-hatch bar is what we propose to do with the 1953 
money, in terms of dollars. 


PROPOSED DIVISION BY COUNTRIES AND ITEMS 


That is how we propose to divide the money, by country, the 
breakdown of bow much of it goes to material, and how much goes 
to the shipping costs, and how much goes to the trainmg program; 
and then the same breakdown material-wise for Army, Navy, and Air. 

Now, to put it perhaps in a little more readily understandable 
fashion, this is what we propose to buy in terms of major items. 
This is the end result of these country programs which I will show 
you in a moment, at the country level, at the regional level, at the 
Joint Chiefs of Staff level here, having agreed that this is what we 
want to do with the forces of Be Igium, or Denmark, or France, in the 
coming year. Then it is spelled out in specific country programs, and 
this is simply a summation of the major items that are in those 
programs. 

I have one or two points that I want to point out to you here: 
That in a good many countries now, you see, we are providing. no 
small arms. They are doing that all for themselves. I would say 
I mentioned, Senator Smith, the matter of a more austere table of 
organization and equipment—Il would say that probably we are pro- 
viding less than a third of the vehicles for these units that we would 
provide for a comparable unit of an American type. 

You say, ‘‘Well, does that make them immobile?” It makes them 
less mobile than an American unit, but we are saying to them, and 
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they are accepting the responsibility, that if they cannot produce 
military-type vehicles indigenously, then they must depend upon 
comandeering in, the event ‘of the outbreak of war, the requisition of 
vehicles from the civilian population. 

Senator Gritterre. In your first column there on the left, the total 
of $5,350,000,000, what is embodied in that? Is that the $4,145,000,- 
000 included in the present bill for military purposes? 

General Otmstep. In title I, these countries here, there is $4,- 
070,000,000, and the difference is an administrative difference. 

Senator GitLterre. What is embodied in the $5,350,000,000? 

General Otmsrep. This is title I], III, and $62 million for Latin 
America. 

UNEXPENDED AND UNOBLIGATED BALANCES 


Senator Gitterre. In allocating this money that will be made 
available if this is passed, you are not taking into consideration some 
$5 billion-plus that is unobligated at the present time, as was testi- 
fied here to? 

General OLmstep. The money already programed is in this portion 
here, and the fact that some of it, in fact a large portion of it, has not 
been delivered yet, does not alter the fact that it must be delivered 
in order to reach this state. 

Now, the things I am talking about there are the things that will 
take us up to this next step. 

Senator GruLeTre. It is rather difficult to understand, and I can 
understand all about the lead that you have to have in contracts, but 
I cannot understand why that has not been obligated, and why over 
$5 billion has not even been contracted for or has not even been ear- 
marked, so far as the evidence that has been presented here shows. 

General Oumstrep. I would like to follow up a little bit on the testi- 
mony that Mr. Lovett gave. 

Senator Gitterrs. I do not want to interfere with your program 
here, with the orderly presentation of what you have to present. 

General OLMstep. Now, about this question of obligation, as | 
mentioned to you on that first screening chart, we just finalized our 
1952 programs a month ago. In the first place, we got our appropri- 
ation, as you recall, in October, and we went back to our missions then 
and said, “All right, now, vour appropriation is so many dollars less 
than what you asked, and the cut has been apportioned like this by 
the Joint Chiefs of Staff; and now, refine your program, and In other 
words, give us a new list now of the items that you will need.’ 

Those refined programs came in about the end of the year. Now, 
our final release of money from the Bureau of the Budget occurred 
the latter part of January. In other words, we submitted those pro- 
grams then for final scrutiny to the Director of the Mutual Security 
and the Bureau of the Budget prior to the release of our money. So 
we did not have the final release of our money until F ebruary. Our 
services cannot go out and obligate money until they have it. 

Now, they are busily engaged now in the obligation of those funds, 
and we made a very careful canvass before Secretary Lovett came up 
here, with the responsible heads of the services, saying, ““We want to 
know now what we can tell the Congress about unobligated funds as 
of June 30.” And the result of that search was the testimony that 
Secretary Lovett gave: that of the presently unobligated funds, our 
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services’ best judgment is that there will be about $400 million un- 
obligated as of the end of the fiscal year, and those will be in cate- 
gories in which we could not obligate the money if we wanted to. 
They were things that are contingencies for events yet to happen 
as he said, for engineering ¢ hanges that may vet occur during the life 
of the contract, or components that come in with a shorter lead time, 
that there is no point in buying now, and they can be bought when 
the end item is practically ready for delivery, and possibly some un- 
obligated funds in our offshore procurement program. 

Senator GiLLerre. It is assumed, then, General, that outside of 
that sum of $400 million, I think vou said, that would not be obli- 
gated, they will be represented by firm contracts? 

General Otmstep. We cannot call them obligated until we have firm 
contracts. 

Senator GitLtetTre. They cannot be obligated without a firm con- 
tract and vou do not designate them as obligated until there has been 
negotiated a firm contract? 

General O_msrep. That is right. We may have letters of intent, 
or commitments of one kind or another, but we cannot call those funds 
obligated until there is an actual signed contract. 

Senator Gitterre. | will ask vou the question I asked Secretary 
Lovett: You expect, then, in this 3-month period between now and 
the 30th of June, to negotiate contracts representing close to $5 
billion, between 4 and 5 — dollars? 

General OLmstep. Yes, si 

Mr. Woop. It is true, is it not, that a great deal of preliminary 
work in getting those contracts ready for signing has been done, so 
that vou do not have to go all through the process from the beginning 
on many of the contracts? Is that right? 

General Otmstep. Yes, most of these contracts now will be add-on 
orders, increases to contracts already in process. 


PROCUREMENT PROCESS 


Senator GitLterre. Are they negotiated contracts, or do they rep- 
resent competitive bidding? 

General Otmsrep. Now we are in an area of service-procurement 
procedure on which I am not quite certain. I am going to give you 
an answer, and then ask to correct the record or modify it if I am in 
error on it. 

My understanding of the service-procurement procedure is that 
contracts up to a certain amount can be negotiated, and above that 
they must be competitive; but in all cases they are subject to rede- 
termination, and to renegotiation. So that in the event of a badly 
out-of-adjustment price on a given item, the Government has two 
opportunities to correct it: the first in the process of the contract; 
and second, after the contract is over and the books are examined to 
determine that the agreed profit has not been exceeded. 

Senator GitLterre. The reason | asked the question, and I do not 
want to take any more of vour time than | have to, it was challeng- 
ing to me that the task of drawing contracts for close to $5 billion in 
3 months’ time, if it is to be predicated on advertising for bids, that 
work must of necessity have been done before this time. If they are 
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they are predicated on advertising, that advertising must have been 
done or there would not be time. 
General Outmsrep. Almost all of that work has already been 
accomplished, and it was accomplished by the end of the year. 
Senator Gitterre. Thank vou, General. 


PROCEEDS FROM RENEGOTIATION OF CONTRACTS 


Senator Witey. | want to ask a question there, General. Suppose, 
as a matter of fact, vou got $7,900,000,000 worth of appropriations, 
and supposing you went ahead and contracted for the same thing, and 
then vou renegotiated and vou recove ‘red as much as $100 million or 
$400 million. Where does that go? 

General O_mstep. Well, now, there again, Senator, I will give vou 
an answer, but I would like the opportunity to correct the record, 
because again, it is not squarely in my field. I believe that the 
recovered funds flow back into the Treasury. 

Senator GrorGe. They do under the last Renegotiation Act that 
we passed. Prior to that time, they did not, and they went into sort 
of a revolving fund, in part. 

Senator WILEY. Absolutely, they did, You have vot that fixed? 

Senator GrorGe. That is fixed in the last act that we passed. 

Senator Witey. Of course, what you ought to do is to provide for 
that. There ought to be some incentive so that the Army could get 
a little percentage of it. 

General OtMsteD. | have about 2 minutes more. 

That chart there is made up from these country programs. This is 
the Navy, this is the Air Force, and this is the Army. Each service 
not only makes a general statement of what it is trying to do for the 

‘ar, but then a breakdown by the broad categories of the major items 
peta on the top; and then in addition to that, these are supported 
by detailed forms that show how many of each item, big or small, and 
the dollar cost in each instance. 

The other thing | wanted you to see was this development or growth 
of forces active and mobilizable, by country. At the top it shows 
military strength. 


COMBINED COMMITMENT OF BELGIUM-LUXEMBURG 


Senator GREEN. How do they divide that between the two? 

General OLMstep. Between Belgium and Luxemburg? 

Senator GREEN. Yes. | wonder why they do that We have had 
other charts where they were combined, and it seems to me that it 
should be separated. 

General Otmstep. I can give vou the breakdown between the two, 
but they are so tied toge ‘ther from a military standpoint that for all 
of our purposes, we keep them together. 

Senator GREEN. They have different country budgets, do they not? 

Mr. CLeventanp. They do have separate country budgets, but they 
themselves, in their own planning, do a kind of preliminary putting 
together of their plans, as far as financial and budgetary affairs are 
coneerned. Actually, they ask to do it themselves, and they come in 
with a combined story, and they show the breakdown between the 
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two, but in all of the arrangements through this temporary council 
of which Mr. Harriman was chairman, they do it that way. 

Senator Green. The appropriations are made separately by the 
different countries. 

Mr. CLEVELAND. Yes. 

Senator Green. I do not see how you can combine them. Suppose 
Belgium made al! of its appropriations, and Luxemburg did not make 
any. You would still have the same totals here? 

Mr. CLevetanp. No. The total in that, for example, provides 
that, in the table of expenditures that has been handed around, their 
defense expenditures for the two of them are expected to be about 
$435 million worth of Belgian frances. 

Senator GreEN. Do you have the remotest idea whether Luxemburg 
made any? Would you be able to tell from this? 

Mr. CLEVELAND. Well, speaking for the budgetary and financial 
side, we do know how much the two of them, or how much each of them 
puts up, and naturally, in the Luxemburg case, it is about 10 million. 

Senator Green. I said, from this chart you could not tell. 

Mr. CLEvELAND. From the chart you could not tell, no. 

General OLtMstep. I can give you the breakdown, Senator Green, 
if you would like it. The reason we make it that wavy is that is the 
way they made their commitment at Lisbon, and that is the reason 
we made it this way. 

Senator GREEN. That was combined? 

General Otmstep. They agreed to put un so many divisions by the 
end of this year for Belgium and Luxemburg, and not separate. 

Senator GREEN. That explains it. 

General Oitmstep. That is why we measured their force strength 
together. 

Senator Grorce. Those are the only two that are combined, I 
think, if you will look at it. 

Senator GREEN. I wanted to know why. 

Senator Grorce. I presume that that was their Lisbon proposal, 
what they agreed to, and what they accepted there. 

Senator Green. | have seen similar charts in the past. 

Senator GrorGce. They may operate together. 

Mr. CLEvELAND. They have an economic union between the two 
of them, and the Benelux then, of course, has been an attempt to 
negotiate a union with additional countries. 

Senator Smirxn. That does not include the Netherlands in that? 

Mr. CLEvELAND. The Benelux negotiations have been for the 
purpose of including the Netherlands, but they do have an economic 
union between Belgium and Luxemburg at this time. 

Senator SmitH. That has been true for a number of vears. 

Mr. CLEVELAND. Since the end of the last war. 

Senator Smiru. We used to have one Ambassador for both of them 
for a long time. 

Senator GEorGE. We did at one time. You have got two now, 
certainly. 
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NECESSITY FOR RETAINING SOME FUNDS UNOBLIGATED AND 
UNEXPENDED 


General OtmMstep. May I point out one other thing about the 
unobligated funds that we estimate are around $400 million at the end 
of the fiscal year? Now, that portion of the money that has been 
allocated to off-shore procurement is for the procurement of end items 
that otherwise we would procure here, and if we are unable to keep 
the authority to go forward with those obligations, we lose out on 
that many of the end items, and it is the same way with the engineering 
changes and the components, the short lead time components that 
we are buying at a later date. And I just wanted to make it plain 
that the nonobligation does not eliminate the requirement or the 
necessity of having that money available in order to keep the program 
in an orderly balance. 

Senator GrorGE. I understand that, General. From the stand- 
point of the Military Establishment, I can very well appreciate that. 
But from the standpoint of a sound fiscal program, | know of nothing 
that is more disturbing to carry forward these unexpended balances. 
It is very much like a businessman carrying forward contracts over the 
next year or two, and having had his money set aside he has got to 
make it good when the time does come. And nobody but a Govern- 
ment could do it. Nobody but a Government could carry forward 
such a heavy unexpended balance and preserve its —— soundness, 
that is all there is to it. It could not be done. So I have always 
thought that that was bad, and I do think so yet. 

There is another feature to it: That it takes in large measure away 
from the Congress the power to look at the whole picture at the 
moment it is making the appropriation, because you have got such a 
heavy unexpended balance ‘e, and here is a new item that vou are bring- 
ing in, and a new budget. I can understand it from the standpoint 
of the military. 

General O_msrep. May I say in that regard, I can thoroughly 
appreciate and agree with everything you have just said. But from 
the military procurement standpoint, if I might talk like a business- 
man, which I am essentially, and not a soldier, because you cannot 
go out today and buy a tank for delivery tomorrow and pay for it 
tomorrow, a procurement program requires a certain amount of 
working capital in it. 

Senator Grorae. I appreciate that, and | appreciate the fact that 
vou have got to build this material, yes. 

General Otmstep. That is right. 

Senator Grorae. And it takes a long time to get it done, and you 
do not go into the open market and buy standard items to equip an 
army, I understand that also. But I am looking at it from the stand- 
point of a sound fiscal program, and it makes it very, very difficult 
for the Congress, and for a government, to really know its fiscal 
position. 
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SIZE OF PROGRAM FOR ARMY, NAVY, AND AIR FORCE DEPENDS ON THEIR 
RESPECTIVE MISSIONS 


Senator Green. May I ask a question there, which shows my 
ignorance, perhaps, but why, in these 1952 and 1953 figures, is there 
a larger proportionate increase in the Army than there is in the Navy 
wr the Air Force? 

General O_Mstrep. That is primarily a derivative of the missions 
assigned to these people. 

Senator Green. | wondered about that. That is the same question. 

General OLMstep. And the missions assigned to them are a deriva- 
tive partly of their economic capabilities, as well as their military 
capabilities, Now, let me see if I can illustrate it like this: It is very 
difficult for a small country to maintain a jet air force, and so, from 
the standpoint of the long-range defensive strength, it might be better 
for that small country to concentrate more on the ground side, and let 
some of the stronger countries carry the air support. 

Senator GREEN. Do you call the United Kingdom a small country? 

Senator Sairxa. The general should answer the questions, but it 
strikes me, as a layman, that vou have here a group of countries 
with different functions for each country, and you figure we ought 
to have so much, and some other country ought to have more. 

Senator GREEN. The general understood my question, and it was 
not directed to the comparison between countries. It was the same 
country, vear by year. 

That is what you understood was the question? 

General Otmstep. Yes; I understood it. 

Dr. Witcox. Mr. Chairman, the plan this afternoon was to have 
Mr. Cleveland present a very brief comment to round out this 
picture, and if the committee proposes to recess at 4 o'clock, | wonder 
if it might not be advisable for him to do that so that vou could 
start off fresh tomorrow? 

Mr. Woop. We are planning to be available tomorrow, this same 
group, to go into detail about each country, or to cover as many as 
vou wish to take up. 

Senator GREEN. Then it would be advisable to go off until tomorrow, 
and there would not be time to do that. 

Mr. Woop. That is why Dr. Wilcox was suggesting we might 
round out the picture for the European area on the economic side 
in a manner comparable to General Olmsted’s presentation of the 
military end-item side, and then the committee would be ready to 
go on to a review of the situation country by country. 

Senator GREEN. Can you give it to us in the next 10 minutes? 

Mr. Cievetanp. The story on the economic side really takes up 
from where General Olmsted left off. What he was describing was 
the forces in the countries that are being built, and the contribution 
by the military end-item program to those forces. 


RESOURCES AND LIMITATIONS FOR EUROPE'S DEFENSE EFFORT 


The pro »blem, though, is to get the torees built in the countries, and 
that requires, or it starts with the funds becoming available, and the 
resources becoming available in each of those countries to make 
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possible. It starts with that 13.9, or roughly $14 billion worth of 
Kuropean defense expenditures next vear. 

We believe and the countries believe that that can come true, 
given the utmost efforts that they can make, plus the $1.4 billion of 
defense support. 

On these defense expenditures, country by country, we know a 
great deal about what the limiting factors are in each country, what 
the composition of the defense expenditures is; how much, that is to 
say, they devote to personnel, to maintenance, to operation, and to 
costs, and to production, and a great deal about the fundamental 
limitation that really holds back every one of these countries from 
doing more than is indicated by their part of this $13.9 billion figure. 

That fundamental limitation is the difficulty of paving for all of 
the imports that are required. You know, of course, very well, the 
nature of the European economy. Europe is not unlike the United 
States east of the Mississippi, if you take the cotton and tobacco out. 
Europe is dependent, in its own economy, on most of the kinds of 
imports that we would be dependent on in the eastern part of the 
United States if the West was not available. The Western Europeans 
are dependent upon grain, upon wool, and meat, on oil and rubber, 
and on most of the nonferrous metals, from imports from the outside 
world. 


COMMITMENTS MADE BY EUROPEAN COUNTRIES AT LISBON 


In each country, as you know, we have a Mutual Security Agency 
mission working with the embassy and with the man, who tries to 
arrive at its best judgment, and negotiate with the country to which 
it is aceredited about that judgment, that is, as to how much the 
country can do in the way of defense expenditure and what problems 
or what economic problems this is going to make for the country. 

In the TCC operation, in this bringing together into one room of all 
of the countries, laying their plans on the table and trying to check 
the comparative contribution of the countries, and in many cases 
raising their original expectations as to what they thought they could 
do as a result of seeing what others were doing , they did arrive before 
the Lisbon meeting—and it was confirmed by each country at the 
Lisbon meeting—at a sense of what each country could take on in the 
way of a commitment. That commitment, of course, in the Lisbon 
meeting was expressed in force terms. 

Senator Green. Then you mean all of these charts were agreed to, 
the comparative contributions were agreed to by all? 

Mr. CLEVELAND. Yes, as far as forces were concerned. That is, 
country A would agree to put up so many divisions by a certain time, 
in a certain state of readiness. Each country, in making that judg- 
ment, was also, of course, making the judgment, each executive 
branch, that it was prepared to go to its legislature, its parliament, for 
authority and for funds in its own defense budget to make these 
force levels come true. It was this series of estimated executive 
branch defense budgets that is summarized in the table entitled 
‘Defense Expenditures and Defense Support’ which has been 
circulated here, and which might, if vou think it would be worth while, 
go into the record. 
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European defense expenditures and United States defense support, 1951-52 and 
1952-53 


{Millions of dollars] 


‘ a ee ee ei a? oS ie ince 
| 1951-52 1952-53 
j 
E United 
Defense | /uropean Ti & 
ae, | Defense defense States 
tures |} support expendi- | defense 
, | tures support 
NATO countries” 
Belgium-Luxemburg 435 18.9 2713 0 
Denmark 97 23 | 152 | 2A 
France J 3. 460 3270 3, 890 | 420 
Greece 188 182 188 145. 2 
Iceland 5.5 1 
Italy and Trieste . S11 162.5 1, 075 110 
Netherlands 395 100 474 SO 
Norway ‘ 115 15 150 10 
Portugal 58 0 66 c 
Turkey 253 70 292 70 
United Kingdom 3, 660 4350 4, 750 4590 
rotal NATO 4 9, 472 1, 186.9 11, 750 1, 446. 2 
Germany (Federal Republic 1, 952 106 2, 679 160 
lotal NATO and Germany 11,424} 1,292.9 14, 429 1, 606. 2 
Total NATO and Germany (excluding Greece and 
lurkey) 10, 983 1, 040.9 13, 949 1, 391 
Yugoslavia... : 80. 24 78 
Total defense support in 14 countries 5... 1,373.14 1, 684. 2 
Austria... st ‘et 2120 ie 6 86 
rotal 15 countries 1,493.14 1, 770. 2 


Components for military end items exclusively 
? This is the figure indicated by the TCC analysis of Belgian economic capabilities. The Belgian Gov- 





erninent has indicated that political and financial difficulties prevent it from reaching this level of defense 
expenditure. The Belgians informed the TCC that it would spend $516 million for defense in fiscal year 
1953, but have subsequently indicated that actions may be taken which will raise this figure. The United 
States is continuing to urge Belgian Government to increase its defense expenditure and is working with 
then n acceptable and feasible means of so doing. 

?The United States is arranging to make available to France $500 millions of “extraordinary dollar re- 


ceipts’’ during the current fiscal year. The remaining $230 million is being made available through pr« 


curement of end items, mostly in France, to support military operations in Indochina 

* Includes $50 million for 1951-52 and $26 million for 1952-53 pursuant to agreement with United Kingdom 
of July 7, 1950. 

’ Plus Trieste (included with Italy). 


§ Economic aid, 


This compares this year and next year, country by country, defense 
expenditures, showing the total defense expenditure for the group of 
countries considered on that chart there (that is, NATO, plus Ger- 
many, minus Greece and Turkey), going up from just under $11 billion 
equivalent to just under $14 billion equivalent. 


DEFENSE SUPPORT REQUIRED TO FULFILL THESE COMMITMENTS 


At the same time, it shows, country by country, the amount of 
defense support that we believe to be required if each of these coun- 
tries is in fact going to make good on these commitments. 

What the countries have done in effect, as a result of the discussions 
in Paris, and later the final discussions in Lisbon, is to take risks; to 
take on, in fact, an amount of military effort that is in excess of what 
they can really bring off unaided. 

Now, the reason for the defense support, and the reason for the 
need for aid from the outside, is really this, in a word: When they 
increase their defense expenditures, they are doing two things simul- 
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taneously: One is, they are putting more of their own factories and 
men and materials to work, and this increases their need for imported 
goods. It particularly increases their needs for imported nonferrous 
metals and other industrial raw materials. To some extent, partic- 
ularly in Italy, for example, and Germany, where they are putting 
unemployed people to work, and who are therefore consuming more 
because they have more income, it increases the demand for other 
types of goods, as well, including food. 

At the same time, the very fact of increasing their defense expendi- 
tures makes it more difficult for these countries to earn the money to 
pay for the increased amount of imports that they require, because a 
good part, and a growing part, of this defense expenditure is production 
in Europe. Last vear ‘they produced only about $1 billion worth of 
hard goods all over Europe, of which nearly two-thirds was produced 
in Britain. ‘This vear they are producing about $2 billion worth, of 
which between 900 million and 1 billion dollars is in Britain. Next 
year we expect that they can produce, if these pt sai expenditures 
come true witb this amount of defense support, that they can produce 
about $34 billion worth of hard goods in Europe, of which about $1 
billion would be in the United Kingdom, and perhaps-another half a 
billion dollars in Germany, which is added to the pot for the first time. 

Senator Witey. You mean by that, defense goods? 

Mr. CLeveLanp. I mean items of major military matériel, yes. 
That is 3% out of the 13.9 billion dollars, with the other 10%, or so, 
being devoted to personnel expenditures, maintenance, and operating 
costs of their armed forces. 

Now, this hard goods production competes directly with the main 
part of the European economy that produces the things that Europ: 
exports. Europe, as you know, is an island and peninsula full of ma- 
chinery which imports raw materials and the margin of its food, and 
exports primarily manufactured goods, 80 or 90 pe reent of ali of its 
exports are manufactures of one kind or another. 

It is the product of these sau and engineering industries 
which is cut into when vou really begin to get hard goods production 
going in Europe, and that is what is happening now 

So that at the same time that they need the additional imports, 
they are prevented, really, from taking the measures necessary to 
earn all the foreign currencies, and particularly the dollars, that they 
require to pay for the additional imports. 

It is this that creates this gap, this inability to pay for the whole 
amount of imports that are needed if these defense expenditures ar 
going to be possible, and if the forces which General Olmsted ae 
talked about are really going to come into being in the real world. 


ALTERNATIVES TO GIVING ‘‘DEFENSE SUPPORT’”’ 


Now, we have tried to carry through an exercise, a quite theoretical 
exercise, on what would be the situation looked at from a purely and 
coldly economic standpoint, if it were not for this defense support item 
in the European situation next year. It is our be st jude rment, as Mr. 
Harriman and others have testified before, that if it were not for the 
defense support, you would lose not just the amount of defense expend- 
iture in Europe represented by the defense support, but nearly two 
and a half times that amount. 
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We can, tomorrow or whenever might be convenient, go through 
with the committee the logic of that argument, because this multiplier 
story is very important, in our opinion, to the presentation of this 
program. 

It is obvious why this should be true. As Mr. Wood has explained, 
there are a number of cases in which we can see quite dramatically the 
imports financed by the MSA program resulting in production several 
times the amount. 


EXPECTATION OF “‘DEFENSE SUPPORT’ IN EUROPE 


Senator GREEN. May I interrupt to see if | understand your 
general plan. It is this, is it: that these nations have all agreed as to 
these contributions they will make to the common effort, as shown in 
these charts; that they are all made on the assumption that the United 
States will help them meet that contribution, is that right? 

Mr. CLeveLanb. But with no specific commitment to that effect. 

Senator GREEN. | understood you to say that, that they could 
not make them, and they agreed to make these contributions but 
they — | notanake them without our help, and that was understood? 

Mr. Cuevecanp. That is right. I would describe it as an expecta- 
tion eae than an understanding, because there is no understanding 
with us. 

Senator Green. With the expectation; and that the expectation is 
for different amounts, different comparative amounts, in the case of 
different countries, and they are not all the same. Is that the idea? 

Mr. Ctevecanp. That is right. 

Senator pe EN. But, now, were these comparative amounts under- 
stood by all of the countries, or was it a separate understanding or 
expectation in each country? 

Mr. Woop. As Mr. Batt testified this morning, Senator Green, 
there has been no real commitment to any one country. 

Senator GREEN. | used the word “‘expectation.” 

Mr. Woop. There was a discussion at Lisbon in which, for the 
purpose of making these plans, without in any way committing the 
Congress, Mr. Harriman and Mr. Lovett and Mr. Acheson said, 
‘Let us draw plans on the basis of about the same amount of American 
aid in end items and defense support as last vear.”’ 

Senator GREEN. That is what | am trving to find out, whether these 
plans were made with each country separately, or whether it was by 
a combined effort that the expectations were tentatively agreed upon? 

Mr. Woop. The Lisbon discussions represented a combined, multi- 
lateral effort. There have also been, particularly since Lisbon, some 
discussions on a bilateral basis between our people and the people of 
the countries concerned. 

Senator Green. No nation would find fault with us because we 
gave a larger proportion to one nation than to another? 

Mr. Woop. Never, sir. There could not be any justification for 
such a position. Very often they wish to make comparisons, but we 
have now a well-established principle which has been established for 
many years, that these figures, for example, as they are published, are 
understood by the countries as being illustrative and as constituting 
no commitment on our part whatever. Often an official of one of the 
countries will come to us and say, ‘‘Why do vou give so much to the 
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other?” That sort of thing happens. But at the same time, they 
understand that any discussions we have had with them are on the 
basis of illustrative figures, and the actual amounts finally made avail- 
able out of that depe nd on what develops, on their own performance. 

Senator Green. They all expect contributions from us, and they 
are reconciled to the fact that the proportionate part of the contribu- 
tions may be different in the different countries, and they all under- 
stand that? 

Mr. Woop. That is quite correct; yes, sir. 

For example, it is quite generally understood that insofar as Belgium 
and Luxemburg are concerned, while they will get—and General 
Olmsted will give vou the amounts—they will get some military end- 
item assistance, they will get no defense support in the coming year, 
and that is the present plan, and they understand that 

Senator GREEN. We have given vou about twice the time we said 
we would, and I do not know whether you care to go on. I think we 
had better go off until tomorrow. 

Mr. Woop. We can pick this up in the morning, and Mr. Cleveland 
can finish his general discussion and then we can go on to the individual 
countries, if that suits the committee. 

Senator Green. We will recess until tomorrow morning at 10 
o'clock. 

(Whereupon, at 4:15 p. m., Wednesday, March 26, 1952, the hearing 
was recessed until 10 a. m., Thursday, March 27, 1952 
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THURSDAY, MARCH 27, 1952 


UNITED STATES SENATE, 
CoMMITTEE ON ForREIGN RELATIONS, 
Washington, D.C. 
EXECUTIVE SESSION 


The committee met, pursuant to adjournment on Wednesday, 
March 26, in the committee hearing room, United States Capitol, at 
10 a. m., Senator Theodore Francis Green (acting chairman) presiding. 

Present: Senators Green (acting chgirman), Gillette, Wiley, Smith 
of New Jersey, and Hickenlooper. 

Present of committee staff: Dr. Wilcox, Mr. Marcy, Mr. Holt. 

Also present: Samuel Efron, counsel, Office of Military Assistance, 
Department of Defense; Walter Stettner, Deputy Director, European 
Program’ Division, Mutual Security Agency; Edwin M. Martin, 
Director, Office of European Regional Affairs, Department of State. 

Senator GREEN (acting chairman). The meeting will please come 
to order. 


TESTIMONY OF C. TYLER WOOD, DEPUTY DIRECTOR, MUTUAL 
SECURITY AGENCY; MAJ. GEN. GEORGE H. OLMSTED, DIRECTOR, 
OFFICE OF MILITARY ASSISTANCE, OFFICE OF THE SECRETARY 
OF DEFENSE; AND HARLAN CLEVELAND, ASSISTANT DIRECTOR 
FOR EUROPE, MUTUAL SECURITY AGENCY -Resumed 


Mr. Woop. Mr. Chairman, with the permission of the committee, 
1 would like to suggest that Mr. Cleveland go on very briefly to 
continue— 

Senator GREEN. I suppose, in order that we may not lose the 
continuity, he may summarize what he said yesterday. 

Mr. Woon. I think that would be very helpful, if the committee 
pleases. 

Senator Green. Mr. Cleveland, did you identify yourself at the 
beginning of your remarks yesterday? 

Mr. CLEvELAND. I am not sure that I did. I will do it this morning, 
anyway. 

Senator GREEN. Suppose you do that. 

Mr. CLeveLAND. My name is Harlan Cleveland. I am Assistant 
Director for Europe of the Mutual Security Agency. 

341 
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EUROPE’S TOTAL DEFENSE EXPENDITURE GOAL IS $14 BILLION 


Chart) You will remember that yesterday Mr. Wood showed you 
this chart showing the total of actions that have to be taken by govern- 
ments of a financial nature as a result of the Lisbon plan of action. 
The crucial element among these actions is that the European coun- 
tries put up, through their own constitutional processes, just under 
$14 billion worth of their local currencies for the purpose of paying for 
the manpower, construction, maintenance, and other costs of getting 
an Army, a Navy and an Air Force in Europe put together, making 
alice money to cover those costs really available. 

General Olmsted yesterday mentioned the importance of the 
European contribution and the fact that the end item program was 
really based on certain assumptions as to the force build-up in Europe. 
That force build-up obviously hinges, as it does in every democratic 
country, on the appropriation of funds by Congresses and Parliaments. 
So that as a result of the Lisbon plan of action, during our fiscal 
vear— and we have corrected the figures to relate to our fiscal year 
even though their fiscal years are, some of them, on a calendar year 
basis, some of them start in Ap@il, some of them start in July as ours 
does—but during a period corresponding to our fiscal year 1953 they 
will need to get very close to the $14 billion mark on their own defense 
expenditures. 

Just to remind you of the logic of this presentation, the 3.8 billion is 
the obligational authority that is requested in this legislation for end 
items to go to Europe; 2.8 of it would be the end items coming from 
this country and a billion is the estimate of the amount of end items 
within this total that would be bought by the Defense Department in 
Kurope and delivered to the NATO forces. The 1.4 billion is for this 
group of countries, which you will remember is NATO plus Germany 
but minus Greece and Turkey, because Greece and Turkey were not 
in the process of working on these figures early enough before Lisbon 
to become part of the so-called Lisbon plan of action. The 1.4 billion 
is a necessary ingredient, the crucial ingredient from our standpoint, 
in making possible this defense expe nditure of close to $14 billion. 

Senator Smiru of New Jersey. Mr. Cleveland, this is not a secret 
document in any way? Will that chart appear in the report of the 
committee? 

Mr. Woop. Senator Smith, it can well do so. It is in this book of 
charts that we made available to the members of the committee. 

Senator Samiru of New Jersey. Have I seen that? 

Mr. Woop. I believe vou have, sir. 

Senator Smirx of New Jersey. I would like to have that. 

Mr. Woop. It is this book of charts. It is on page 7. 

Senator GREEN. Have those been circulated? 

Mr. Woop. They have been placed before the members of the com- 
mittee. 

Dr. Witcox. The members have had them. Whether they kept 
them or not I don’t know. 

Senator WiLtey. What is the breakdown on the 1.4? 

Senator Samiru of New Jersey. That is the defense support. 

Mr. CLevetanp. The 1.4 is the defense support; that is, com- 
modities, materials, machinery, from this country. 
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Mr. Woop. The breakdown by countries is shown on a list that 
has been given you. 
Senator Green. You may proceed. 


COMPUTATION OF THE $14 BILLION DEFENSE EXPENDITURE FOR EUROPE 


Mr. CLEVELAND. Just to tie down what this European defense 
expenditure consists of, we prepared this chart of the main elements 
in defense expenditure in Europe. The biggest element up to now, 
this dark column, is the 1950-51 story, the middle one is the 1951-52, 
the present fiscal year, and the final one is the next fiscal year. Up 
to now personnel expenditures have been the biggest element in 
defense costs, and they have to go up as the forces are put together, 
as more people are recruited into the forces, as they lengthen the 
terms of service, and so forth. But after they get to a certain point 
they are able, as we project in 1953, to increase their production of 
major matériel faster than the other costs need to go up once you get 
a certain base laid. This is the situation that we expect to happen 
next vear, given the amount of defense support that has been pro- 
jected here and which would make it possible for the total of European 
defense expenditures to equal in fiscal 1953 about $14 billion. 

The 1953 value of major matériel production in Europe is broken 
down here by nine sub-categories, which include as the biggest ele- 
ments $740 million worth of aircraft and parts and airframes and so 
forth, and $765 million worth of transportation and various types of 
vehicles other than combat vehicles, plus $280 million worth of combat 
vehicles. Those are the two biggest single categories in the European 
end of the production program. 

They also produce ammunition and explosives, artillery, some 
ships and harbor craft, and a whole miscellany of other materials, 
including spare parts and including inc ‘reasingly some spares for the 
American type equipment that is being delivered to them under the 
program that General Olmsted has described. 

Senator Smirx of New Jersey. Let me ask you: Are those figures 
there just the European defense expenditures? 

Mr. CLevetanp. These are the European defense expenditures. 

Senator SmirH of New Jersey. Not ours? We have nothing to 
do with that? 

Mr. Cieveianp. We have quite a lot to do with it, but they are 
European defense expenditures. They are the breakdown of this 
column here. The 1953 segment of this chart is the breakdown of 
the 13.9 billion that is shown on the other. 

Senator Green. Who furnished those figures? 

Mr. CLeve.tanpb. Those are figures that have been worked out in 
two ways, Senator Green. First of all they are the product of econ- 
siderable work bilater: ally with the countries on the part of the mili- 
tary assistance advisory groups and the MSA missions in each capital 
in Europe, working with the Defense Department and to some extent 
with the Finance ‘Departme nt of each government. 


TRANSLATION OF PROGRAM INTO DOLLARS 


Senator Green. These are all translated into American dollars? 
Mr. CLeveELAND. These are all translated at the current exchange 
rate into American dollars. 
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Senator GrHEN. Were the prices fixed in foreign countries first and 
then translated into American dollars by us? 

Mr. CLEVELAND. These are the estimates, in most cases by the 
governments themselves and as looked at and screened a our country 
people, the MSA and MAAG country people in the field, expressed in 
foreign currency and then converted by us to the standard denomina- 
tion of United States dollars. 

Senator Green. General Gruenther testified that General Eisen- 
hower did not deal in currencies or money; that he dealt in material 
which would be bought with them. They did not give any testimony 
as to that. They said no, the ‘y had asked for so much of this and so 
much of that, and it was for the Pentagon to determine what the 
money involved was. 

Mr. CLEVELAND. So far as the United States end items are con- 
cerned, the United States military assistance matériel that is sent 
over, the costs on that of course are worked out in the Pentagon under 
the procurement arrangements that have been described by General 
Olmsted. The European procurement of matériel, for example the 
procurement of airframes or the procurement of combat vehicles, the 
actual procurement, is done by the procurement srevice of the French 
defense establishment, the procurement service of the Italian defense 
establishment, and soon. They make the determination. They are 
ultimately the people who are expert on how much a combat vehicle 
bought from Fiat actually costs. 

Senator Green. Of course in the bill we are considering it is given 
in sums of money and not in the amount of matériel. How do you 
reconcile that with the statement that these sums of money were 
determined in collaboration with foreign governments and determined 
in their currency, and how did we fix our sums of money on the 
amount of matériel to be furnished? 

Mr. CLevevanp. Well, what that chart shows is what the Euro- 
peans spend their defense budgets on, their $14 billion. This, of 
course, does not show the raw materials and commodities that are 
bought with the $1.4 billion of defense support from the United States. 

Senator Green. Take country X. Country X wanted so many 
tanks and so many airplanes and so many guns and so forth. Who 
fixed the amount of money to correspond to that? 

My. CLEVELAND. The estimates of what it costs the French defense 
establishment to recruit and train and put in the field so many men 
and maintain them, do the the military construction work that under- 
lies them, and the military matériel that goes with that force, are 
made by the French defense establishment itself. 

Senator GREEN. What do vou mean, what defense establishment, 
the United States Defense Establishment? 

Mr. CLevetann. No, the French Defense Ministry, and the French 
Defense Ministry then submits to the French Ministry of Finance a 
detailed budget broken down, of course, in a whole lot more detail 
than this, on the basis of which the Finance Ministry makes the kind 
of judgments that the Budget Bureau does here. 

Senator Green. It would depend a good deal on where it was 
bought, wouldn’t it, how much it cost? It would depend on whether 
it would be in the United States or France. Was that determined at 
the same time? 
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Mr. CLEVELAND. They determine what they can buy. The French 
Ministry, for example, determines what it can buy in France and what 
it can buy in other parts of Europe. And they then come out with a 
deficiency that is not purchasable in Europe, and which they request 
as military assistance. 

That request, then, goes through the multiple screenings that Gen- 
eral Olmsted mentioned yesterday. 

Senator Green. After that is determined, that is determined by 
this Government in the last analvsis? 

Mr. CLeve.anp. What we put in is determined by this Government. 

Senator Green. And then that is the first time that the amount in 
American dollars ts fixed? 

Mr. CLEVELAND. That is the first time that the amount of assist- 
ance in American dollars is fixed, but for purposes gf analyzing what 
the Europeans themselves are doing with their own defense budgets 
we have converted all of their currencies, their frances and their lire 
and their kroner and their pounds, into United States dollars, for pur- 
poses of showing a comparable chart, so vou won’t be adding up apples 
and oranges and bananas. 

Senator GREEN. Then am I right in understanding that they decide 
how much is needed of any one kind of matériel (this is for the foreign 
government) and then it is divided into fractions, so much that could 
be procured abroad, so much of it would have to be procured in the 
United States, and they fix the value of what is to be bought abroad 
and turn it over to us and we fix the value on what is to be bought in 
the United States, and then after that the foreign exchange is trans- 
lated into American dollars and added to the value of what we have 
determined must be bought in the United States, is that right? 

Mr. Crevetanp. That is right, and that is how you get expressed 
in United States dollars a total balance sheet of what they are doing 
and what we are doing and what the whole thing adds up to. 

Senator GREEN. | am glad to get it clear on the record. Thank 
VOU. 


ACHIEVEMENT OF GOALS DEPEND ON ESSENTIAL IMPORTS 


Mr. CLeveLanp. Now, you will remember that 1 mentioned yester- 
day the importance of this prime limiting factor of the inability of the 
Kuropean governments to pay for all of the imports that they need in 
order to make the plan come true. | would like to show you just one 
more picture to illustrate that point. 

In order to make the Lisbon plan of action come true, and to make 
these defense expenditures possible, and to keep their economies 
growing, it is going to be necessary for them to import a whole range 
of materials, of course. They are highly industrialized economies. 
They require some food and a lot of industrial raw materials from 
abroad. The important thing to note about this increase in defense 
expenditures from vear to vear, the increase from about 7.5 billion 
last vear for this group of countries to about $11 billion this vear 
10.9 or so—to about 13.9 or 14 billion next vear, the vear that we are 
talking about, ffseal year °53, is that that increase is achievable only 
with a growth in the total national product of those countries. That 
total product, which back in fiscal vear 1950 was around $115 billion for 
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the group of countries, rose in ’51 to about 130 billion. This fiscal vear 
it is estimated it will be about 148 billion and next year at this — 
prices we estimate that it will get up to about 153.5, about a $5.5 
billion increase at constant prices. If you build the price iefletion 
that there will be this year and next year in the world into that, you 
would have several billion dollars’ more. 

Senator GREEN. When you say “imports” do you mean simply 
imports: from the United States, or do you mean all imports into the 
country? 

Mr. CLEVELAND. I was talking at that point about all imports. 
This group of countries imports this year from the world about $25 
billion worth of commodities in all currencies from all areas, of which 
only about 5.5 have to be paid for in dollars. The 5.5, of course, is 
mostly from the United States and Canada, and they also pay dollars 
for certain kinds of settlements in some other countries, mostly in 
Latin America. 

This picture here shows the dollar imports that we believe the 
Europeans are going to have to have, based on detailed discussions 
with them but based also on independent judgments by each of our 
MSA missions in each capital working in considerable detail over the 
import program and going imto great detail in the production, the 
consumption, the exporis, and the imports of each major kind of 
material. 

For example, on copper, which is a piece of this industrial raw- 
materials segment, our people in Belgium know down pretty close to 
the last pound, as much as the Belgians themselves do, about how 
much copper is likely to be produced in the Congo. Adding up what 
the missions in every Gastnens country know, you can arrive at the 
minimum amount of copper that is required by a European economy 
that is operating at about $153 billion worth of total production, aad 
the information that we get from our missions in the field is supple 
mented in the case of copper and a number of other commodities by 
some very detailed work that has been done by the OEEC, the 
Organization for European Economic Cooperation, in Paris, which has 
a number of commodity committees that try to work out common 
standards of commodity controls inside each country. 

For example, in the copper case they published a report recommend- 
ing to each government, and I believe all governments have accepted 
the report, that copper should not be used for a varie ‘ty of nonessential 
uses which are specified in the report—brass doorknobs as an example. 
No European country is now supposed to use copper to make brass 
doorknobs. 

Very detailed work of that kind, always by the missions with the 

overnments and sometimes also in the cooperative committee work in 
Paris through the OEEC works out the requirements for these dollar 
materials. So this $5.5 billion represents the total dollar imporis 
that these countries will require in order to make their economy grow 
enough to make these defense expenditures in time. 


EUROP®’S EXPORTS NOT SUFFICIENT TO PAY FOR ESSENTIAL IMPORTS 


Now, what is their problem on paying for these essential dollar 
imports? They can export, they are exporting now, to the dollar 
area at the rate of about $2% billion, this group of countries. We 
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think they can push that up to nearly 3 billion, or 2.9 billion. If they 
get to that mark, or if they were by any change to get to the 3-billion 
mark, that would be the most dollar exports which that group of 
countries has ever been able to achieve. They are only able to achieve 
a target this large as a result of the significant increases in production 
and getting costs down that is one of the main results of the Mar- 
shall plan. 

In addition to these exports they can count on net earnings of all 
other sorts, including tourism and shipping earnings, but offset by 
services they have to pay for, such as freight from the dollar area in 
dollar ships, and including quite largely United States Government 
expenditures in Europe which are also included in this net figure of 
$800 million. The ‘y can count on a net surplus beyond 
exports, that gets them about $800 million more 

Actually, what that represents is a slight deficit on all of these 
service and capital transactions, but offset by something over S800 
million worth of United St ates military expenditure in Europe next 
year, payment to — that winds up in central banks, payments t 


their physical 


rts ie) 


Denmark for butter for the German forces, and payments for con 
struction of various kinds, and so forth. 


OFFSHORE PROCUREMENT PROJECTED AUTHORIZATIONS AND 
EXPENDITURES 


Also in that figure is the offshore procurement, the payments which 
will actually go to governments during this period, which it is esti- 
mated will be about $217 million for this group of countries. So the 
benefit they get out of United States military operations in Europe is 
considerable and is taken into account here, and represents an added 
strength on the dollar side before you have to talk about defense 
support or assistance of any kind. 

Mr. Woop. May I break in there? 

There is one point I want to make there, Senator, that unless it is 
made clear might be a little confusing. Mr. Cleveland just mentioned 
the estimate of actual dollar expenditures for this offshore procurement 
item. In the fiscal vear we are talking about it would be around some- 
what over $200 million. There has also been testimony before this 
committee, 1 believe, that the contracts to be let for that purpose in 
the same period are presently expected to be about $1 billion. There 
is no contradiction between those two. You let contracts for a billion 
dollars. The estimate is that actual payments, progress payments and 
payments for delivery, in this period will be only somewhat over $200 
million worth of the contracts let, because of course some of these 
things won’t be delivered until later, and it is only the payments on 
these contracts that actually are turned over in dollars to these coun- 
tries, and therefore it is only the payments that can be calculated in 
this particular aspect of it. 

Senator Smiru of New Jersey. Does that mean you are asking us to 
authorize a billion and we are going to use only $200 million of it? 

Mr. Woop. No. The billion dollars of offshore procurement will 
come out of the total request for authorization of end items of approxi- 
mately 3.8. Contracts will have to be let and therefore the funds will 
have to be available for obligation. They will not be expended in this 
current fiscal year we are talking about, except to the extent of that 
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$200 million, and it is the expenditure of the funds, not their obligation, 
that provides the European central banks with actual dollars which 
can be counted as part of their earnings from this source of dollars. 

Senator Smirx. of New Jersey. But in the meantime we are piling 
up this enormous amount of authorizations, although the expenditures 
won’t come for 1 or 2 vears. 

Mr. Woop. That, as Senator George brought out yesterday, is 
inherent in the fact that vou don’t buy calla off the shelf, that there 
is this lead-time aspect, and you have to have the money in hand 
when vou let the contracts even though you may not spend all of it 
in the fiscal vear in which vou let the contracts 
Senator GreEN. Do vou have any other question you want to ask, 
enator Smith? 


$1.4 BILLION “DEFENSE SUPPORT’? NEEDED TO PROVIDE EUROPE WITH 
ESSENTIAL IMPORTS 


Senator Smirn of New Jersey. | wanted to ask Mr. Cleveland 
he would explain some of those blue things, that 0.4, 2.9, 0.8, and 1-4. 
{re the sum of those the $5.5 billion? 

Mir. CLeveLaNnp. Yes; the sum of those is the $5.5 billion. That 
is how the Europeans get in a position so they can buy the essential 
dollar imports which are in the top line here. The $0.4 billion is a 
small use of their own dollar reserves and some drawing down on the 
pipeline on the unexpended part of previous economic assistance. But 
the residual item here, the item which needs to be covered if this list 
of materials is going to be able to be bought by the Europeans, is the 
$1.4 billion of defense support Without this 1.4 billion they would 
have to cut down somewhere on this list of imports. The place they 
would have to cut down mostly would be in the industrial raw ma- 
terials, the machinery, equipment and fuels, and to some extent on 
cotton food tends to be a fixed charge in anv government’s import 
program. So that the marginal item here, which ts the United States 
defense support, is particularly important in relation to those industrial 
materials that make it possible for total production to go up in E urope, 
and therefore for defense expenditures as & part of that production to 
go up along with it 

Senator Green. Your demonstration seems to imply that it is the 
policy of our country to increase, help increase, the amount of exports 
from these countries that we are helping; is that right? 


INCREASE IN EUROPEAN EXPORTS TO PAY FOR IMPORTS 


Mr. Crevetanp. Well, it has been before, and it still is, our aim 
to get the Europeans to a position where they can pay their bills 
themselves. ‘The way they are going to get to be able to pay their 
bills themselves without assistance from us is - get their exports to 
the dollar area up. They are doing that, as I indicated yesterday, 
under grievous difficulties, because they are doing that in a situation 
where the mechanical and engineering industries are being put to 
work on defense orders. They are the industries that account for a 
great part of Europe's total exports. Europe exports manufactured 
goods, by and large. It is those same industries that are cut into 
when the total defense production goes up as rapidly as is indicated 
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on the previous chart for next year. In order to be able to get a 
total defense effort, including a big component of ~ fense production, 
and in order to increase their exports somewhat so as to reduce this 
deficit at the right-hand side of the chart, they have to expand their 
total production, so I really think that the important thing to keep 
our eye on is always the increase in total production, the achievement 
of a balanced economy in Europe, and an expanding economy in 
Kurope, so that they can do an increasing portion of this job themselves. 

Senator Smiru of New Jersey. That chart is not in here, is it? 

Mr. Woop. No. We did not put that chart in. 

(The chart will be found on p. 347. 

Mr. CLeveLAND. These can be submitted for the record. 

Senator Smiru of New Jersey. | think it ought to be, because that 
helps to explain it. As I understand it, that white line on top there 
is what you need in those items, and the blue is where you get it, 
and it shows the deficit of 1.4 which we have to make up. 

Senator GREEN. Then it follows that to the extent this Government 
interferes with the import here or export there of the products of these 
countries we are inconsistent with the efforts of those countries. 

Mr. CLEVELAND. That is exactly right, Senator, and there have 
been, of course, some examples of that. 


IMPACT OF FOREIGN AID ON UNITED STATES MARKETS AND TARIFFS 


Senator WiLey. Of course, Mr. Chairman, you are now on an angle 
of a very, very vital matter that concerns American production at 
home. You have got, for instance, Wisconsin cheese. Last night | 
was at a Wisconsin manufacturers’ meeting, and I only hoped that 
Mr. Batt could bave been there to talk to them. Tomorrow we are 
going to have the chamber of commerce representatives testify here, 
and | am hoping that Mr. Wood and Mr. Batt can be here to talk to 
them. 

But as I said, last night at the Wisconsin Chamber of Commerce, 
man after man in the manufacturing line, was complaining about 
what was happening to his business because of the tariff situation. 
Here I have an article, Issue Arises Over Microscopes; Whether To 
Buy Instruments in Italy for the Army Becomes Magnified Problem, 
because we have our own microscope-producing concerns in this country. 

Well, vou are up against a matter that requires a lot of sane think 
ing. My philosophy has always been that the best market in the 
world belongs to the American producer if we have that market 


that is America. As I said in Europe this vear, if these Europeans, 
with 300,000,000 consumers, would get to the point of paving thi 
wages, and thus create the buyers, they could create a market in 


Europe for themselves that was better than the nanan an market. 
But we cannot analyze this situation simply from one side of the street. 
Now | have in my hands also Big Foreign Aid Cut Urged By 


i 


Chamber. Charge Funds Are ane Used to Build French Waterway 
System. That is denied in the Capital. This isa New York Times 
article, and they sav here that the Freach waterways system is being 
built by the counterpart funds which result from American money 
of course. 

Now, the only thing I have to say is that I am concerned more and 
more with this philosophy that savs that we have got to take from 
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our own producers our own markets in order to permit the foreign 
producer to get to our markets, so that he can get dollars. It seems 
to me that the issue is just as it was after the Napoleonic wars. 
Europe was supposed to be down and out forever. ‘They did not have 
any Uncle Sam that was running around the corner to give them a 
shot in the arm. 

[ am looking at the over-all picture. I am sensitive to the fact 
that there is a come-back in Europe and I am proud that we put into 
effect the hand of the Good Samaritan, but the Good Samaritan, 
after he put the guy on his feet, did not take him on for the rest of 
his life. One of our dangers is that we are creating a condition where 
they are leaning on us, where they don’t develop the initiative of 
their own and go to get it. We are always showing that we have to 
have more and more of these materials in order to create more and 
more of a productive market. 

Maybe you are correct. Maybe for the next year or two that is 
correct. But there must be other ways of resuscitating those people 
than simply competing with our own resources. 


DOMESTIC FACTORS TO BE WEIGHED IN FOREIGN-AID PROGRAMS 


[ am simply philosophizing here. I am not expressing any opinion 
as to my conclusions. I will be tickled to death—I was tickled to 
death—to get Batt’s suggestion the other day that a 10-percent cut 
along the board would uot, in substance, be very detrimental. It 
would mean less production here, and so forth. When you read the 
papers and you read of the opposition, vou are faced with an oncom- 
ing flood of something that is going to be done. How much should 
be done is really the issue. And if we could only get some suggestion 
from some of you people that perhaps on this over-all domestic $54 
billion, and in other angles, there might be cuts that would not be 
as injurious as this, it would be very helpful to us. 

I think vou have made a tremendous case so far. If I were a juror 
and weighing your angle, there are half a dozen facets that fit in here, 
not simply foreign aid, military aid, but the maintenance of our own 
dollar, the maintenance of our own economy. Here people were 
complaining last night to me that in order to effectuate some of this 
stuff you are ruining their markets, vou are putting out of work 
their workmen, and that is true in a number of channels. 

You have the same imports coming over from Japan. They are 
tremendous in certain lines. So it is not a very easy matter to solve. 
It is a pretty serious matter. 

Senator Smrru of New Jersey. Will the Senator yield for a sug- 
gestion? It seems to me the argument you are making, which I am 
very much in sympathy with, is that if United States policy today, 
in order to solve this problem, is to give part of our market to these 
foreign countries, it is not fair to visit the cost of that on our own 
specific industries. We will have to in some way equalize the burden. 


PHILOSOPHY OF FOREIGN AID 


Senator Green. May I make a comment, on what has just been 
said by my good friend Senator Wiley? It is this: Of course it is a 


balancing of advantages and disadvantages of different policies which 
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you may adopt. I am not going into that. But the illustration of 
the good Samaritan seems to me to be entirely out of place. The 
good Samaritan did not do his good works with the idea of any 
reward to himself. He was simply helping another man, out of 
sympathy. We are not going into this with the main idea of helping 
these other foreign nations. We are going into it with the main idea 
of helping ourselves. If we do not equip these foreign boys to fight 
and provide them with the means of fighting, our American boys will 
have to take their places and we will sacrifice the lives of American 
boys. 

And the same way with the other expenditures. If we do not make 
these expenditures, you say to help these foreign nations—it is to 
help ourselves that we are making these expenditures. It is mutual 
security. We are not just being generous, good Samaritans whose 
only reward is moral satisfaction. We are investing our money where 
we will accomplish the most good for ourselves, as | understand it. 

Senator Winery. I do not disagree with the general over-all purpose. 
However, I will not agree that we have not had the spirit of the good 
Samaritan in giving away 40 or 50 billion dollars. I think there is 
nothing like it given in history. 

Senator GREEN. Some of it——— 

Senator WiLtey. Now just a minute. I am satisfied that it is not 
all altruism in the philosophy. Building strength among those who 
were weak will strengthen ourselves, that is true. I agree fully with 
that. And we could go on into the realm of metaphysics as to what 
the good Samaritan did. He certainly helped himself by his deeds, 
because it is only by doing good, according to the faith, that one can 
be good. 

That is not what I am talking about. Iam talking about the idea. 
Is there not some way of doing it without hurting our own economy 
and our own taxpayers and those who have built up America and are 
building it up? Is there some way out that we have missed? 

Not only that; the thing I am more concerned with is that if this 
is true, you may get a cut that is so detrimental that it will do the 
thing that Batt said would happen, and I don’t want that to happen. 
I want to make myself clear on that. I am just arguing that by this 
very thing that we are doing here, and because of the fact that vou 
are doing it at the expense of American producers, and you will find 
them everywhere, you are creating also a psychological condition that 
may ruin the whole program, which I do not want done. 

That is my position. 

Senator Green. Mr. Wood, have you anything to add? 

Mr. Woop. Could I just comment briefly on this situation? I do 
not want, and obviously we do not want, to get into an extended dis- 
cussion of trade policy at this time, and perhaps we are not as well 
quipped as some others in Government to do so. I did want to 
make a couple of comments which I think may be helpful on several 
things that have been said here. 


FACTS ON RHONE DEVELOPMENT PLAN IN FRANCE 
First of all, I would like briefly to nail down the facts on this French 


waterway business that Senator Wiley has mentioned. The facts are 
these: For several decades the French, with their own resources, have 
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been developing the Rhone waterway, primarily for the purpose of 
irrigation and power. The French have, it is estimated, spent of their 
own resources over a period of many years approximately $200 milhon 
on that project. It is a long-range development in France oi con- 
siderable value. 

Of that $200 million equivalent we have, as the United States, 
under the Marshall plan, furnished a little over $3 million in the form 
oi dollar materials, chiefly earth-moving machinery and spare parts. 
We have also authorized in the past the equivalent of approximately 
$35 million of counterpart. Consequently, the statement that the 
United States is directly financing with this appropriation this whole 
waterway deve lopme nt, which has been going on for several decades, 
is just not so. The return in increased power, increased agricultural 
production, and increased transportation facilities provided by the 
waterway to the French economy has been very substantial in relation 
to any amounts which have been made available through our aid, such 
as the $3 million in the form of earth-moving equipment and these 
other things, and the $35 million in equivalent counterpart. You can 
see, therefore, that there has been a great deal of misunderstanding 
about this matter and I just wish to straighten the record on that. 


EFFECT OF A CUT ON PROGRAM RESULTS 


One other brief comment, if I may. I heard Mr. Batt testity 
vesterday, and Senator Wiley referred to it. He said, | gathered, that 
if there had to be a 10-percent cut, it was his personal judgment that, 
if the Congress could do so, it should be applied across the board in 
such a way as to not leave our European Allies, who are struggling 
pretty hard, with the concept that the cut was being taken entirely 
out of our support of their very substantial and ditfie ‘ult effort. 

Senator Smrru of New Jersey. When you say “across the board” 
there, you mean our total military effort at home and abroad, both, 
fifty-two-odd billion dollars for the home front and the $8 billion 
abroad, a total of $60 billion? 

Mr. Woop. That was Mr. Batt’s suggestion, that it not be con- 
centrated entirely upon a cut in the support of our allies. 

Mr. Batt did go on to say that any cut of this nature, in his judg- 
ment, while he had not studied figures other than those of the British, 
would, he thought, result in a substantial reduction in the amount 


of defense, the amount of defense produce tion, the amount of men under 


arms In Europe, the amount of men under arms and their equipment in 


this country. And I believe he also went on to point out that par- 


ticularly in this area of our foreign support there is a multiplying effect. 
The reduction is not only the equivalent of the amount of the reduc- 
tion, but it multiplies itself because our assistance in the form oi 
military end items make ‘Sif possi le ior more troops to be equipped. 

It is no use calling up as manyv troops ii we do not have the mone Vv 
to send the military matériel over there. Our assistance in the form 


of defense support makes possible, as has been testified, something 


like 2!, times its amount of military expenditures by the Europeans. 
Senator Witey. Will vou let me interrupt you there? 
Mr. Woop. So I don’t think he intended to say, and I did not 
understand him to say, Senator Wiley, that a 10-pereent reduction 
would be de minimis, would not really make very much difference. 
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DANGER OF INFLATION AS RESULT OF BUDGET DEFICIT 


Senator Witey. Will you let me interrupt there? Do you realize 
the danger in the actual reduction of what you can get in this country 
if you have a $14 billion - ficit in vour budget and start the toboggan 


or the spiral downward of the purchasing power of the dollar? Your 
a billion that you want for domestic production may give you only 
5 billion through inflation. There is the danger you have got to 


think about when you think about trying to sustain a balanced 
budget. You get the reduced value in the purchasing power of your 
dollar and vou have got something on your hands that means that 
you won't get this job done at all. 

Mr. Woop. Senator, there is no question that if that were to 
happen you are perfectly right. 

Senator Witry. That is the danger some of us see, and the reason I 
brought in this article from the New York Times, which was just 
handed to me, was not to say it was true, because the article itself says 
substantially what vou say. The reply was that it was built mostly by 
counterpart funds. 

The ro [ bring it before you for is that we have to consider the 
attitude of our people and the attitude of Congress. We have to do 
the best job we can in trying to get the most amount to do the best 
job we can abroad and at home, and the best job means trying to 
balance that budget, in my humble opinion. If you get an un- 
balanced budget you get the peop le fearful already they are cashing 
in their bonds; already fellows are looking to other places, spending 
their money for what they think can be appreciated in value when the 
dollar goes haywire. You remember what happened in Germany. 

Mr. Woop. Senator, | am not an economist 

Senator Witey. | am not either. But you are a practical man. 

Mr. Woop. I| try to be a practical man, and I am not denying that 
this is something the ¢ ‘ongress has to consider \ ery carefully I would 
only point out that the Congress, | believe, is now discussing, in the 
light of the fact that the surge of — and inflation that followed 
Korea has settled down, decontrol of f prices - of some of these items, 
so that at least the danger of this jounae te collapse of our currency 
which vou fear, and rightly so if there are forever substantial deficits 
in our budget, does not seem to be so imminent, largely because of 
the point that Mr. Cleveland made, of the very great increase in our 
total production and productivity in this country. 


FREER TRADE AND GREATER PRODUCTION AND CONSUMPTION INSTEAD 
OF HIGHER TARIFFS 


But just let me comment, if | may briefly, on this question that 
Was raised by Senator Green’s comment in connection with this chart. 
There again is one of our difficult modern problems. You are faced 
with a rather horrible dilemma. I think it is generally agreed by 
thinking men that Western Europe and other areas of the world 
the context of the modern situation and the threat from the Kremlin 
are important, strategically and otherwise, to our own position in the 
world. Granting that, you are faced with the dilemma that, under 
present circumstances, if you do not allow those areas to earn some 
dollars through exporting to us to the maximum possible extent, and 
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if they do need imports from us, then, as an alternative to allowing 
them to earn dollars, you have to increase the size of your assistance 
to them. 

Now, I don’t think I am competent to get into the questions of our 
tariff policy in great detail. That is a problem that has to be worked 
out. I just wish to make one comment. The ultimate solution of 
this problem is in the expansion of the production and consumption 
of goods throughout the world. 

It is true, Senator Wiley, as I am sure you are aware, that the 
exports of this country to other parts of the world, their takings from 
us, Which increases our earnings abroad and our trade and our produc- 
tion, go in much greater quantities to those countries which have built 
up their economies and their production, and that if the world is ex- 
panding and business is improving everywhere we have a solution for 
this problem which we do not have by contraction, by adopting a 
policy and going all out on excluding the production of other countries 
from our market. 

I do not know the situation with respect to Wisconsin cheese. 
Undoubtedly there are problems of that sort on which I am not com- 
petent to express an opinion. But it is true, profoundly true it does 
seem to me, that the solution of this problem does not lie in restric- 
tion but rather in expansion and in as free as possible a movement of 
goods and services between not only the people in our country but 
also the people of the world. And I would hope that the policy of this 
country can move in that direction, because in the other direction lies 
not only restriction and higher aid figures, if we are going to aid people 
to compensate for their inability to sell their goods to us, but also the 
whole series = contractions, and something else that is very bad for 
our people as a general thing, namely, a reduction of the competition 
that has force a our manufacturers to move ahead, as they have moved 
ahead, and to capture the blue ribbon for productivity and efficiency 
in the world. And it seems to me if we get to the point where we are 
protecting our manufacturers against free and fair competition from 
elsewhere, within our country and outside of our country, we are then 
moving in the direction of a restricted and brittle and ultimately weak 
economy in our own country. 

Excuse me for going into that. 

Senator GREEN. We are glad to have it. I think the discussion is 
well worth while. It shows we are considering the fundamental 
reasons in connection with the bill and its effects. 


EFFECT OF COMPETITION OF FOREIGN GOODS ON CERTAIN UNITED STATES 
INDUSTRIES 


Senator Smiru of New Je ‘rsey. Aren’t you perhaps confusing the 
idea of encouraging competition on the one hand with what apparently 
is a new policy developed by this whole program, and I am not 
quarreling with it, to give these people an opportunity to sell in our 
markets in order to get dollars? That is not a question of competi- 
tion; it is policy to help them get the dollars so they can balance their 
programs, 

Mr. Woop. It seems to me the two are parts of the one whole thing. 

Senator Smrru of New Jersey. Mv question is, if we are moving into 
a new policy, is it proper to visit the cost of that policy on the industries 
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that will be specifically hurt by this opening of our markets to these 
foreign importations? It is not the whole country who will share it 
equally. There will be certain industries like Mr. Wiley’s cheese in 
Wisconsin, and like the textile industries in my State of New Jersey. 
They will be paying the price for a new policy. That is what I am 
getting ribbed on all the time, and I have to admit if I am defending 
this new polic v there oucht to be some w: LV by which it can be equal- 
ized and not the whole cost of it visited on certain industries. 

Is mv point .clear? 

Mr. Woop. Senator, your point is quite clea ‘ | do not believe this 
is anew policy. I think our Trade Agreements Act policy, stemming 
back to Secretary of State Hull, has been #9 essence what we are 
talking about. 

Senator Smira of New Jersey. I have supported those because | 
felt it could be worked out on a reciprocal basis, but I am also aware 
that certain industries bear the brunt because they are in certain lines 
of business that are more immediately affected, like the British 
textiles who want to come in here. My textile industries in New 
Jersey pay the price if we let the British textiles in. It may be all 
right, but as I say, is it fair, if we are broadening that policy in order 
to have these countries get our dollars, to say that industries A, B, and 
©, must pay the cost, and industries X, Y, and Z do not pay the cost? 

Mr. Woop. There you get into the problem of management of 
industry. The industries which will try to export to this country are 
those (a) who can make the goods that are in demand in this country 
and (b) those who can compete in this market. Obviously if Italy 
does not make a certain item that is in demand in this country they 
will not try to export it here. Secondly, if they are making an article 
that is in demand but which cannot compete, after payment of the 
freight charges and everything else, they will not export it here. 

It does seem to me that there is an element of free enterprise, a 
selection and choice of those things which are exportable to this 
country, and it is pretty hard for anvone to say, ‘‘We will interfere 
with those fundamental economic conditions.”’ 

Now, it is true, as you know, Senator, that there are all sorts of 
safeguards. If imports are suddenly coming in in such a way as to 
cause a serious disruption of any given industry there are mechanisms 
by which we can move in this country to deal with that situation in 
such a way as not to destroy an er I think that sort of prov’ 
sion, which we have, is a wise one 

Sut, as I say, it is not a new pol icy. Asa matter of fact, the whole 
foreign trade policy of the United States has been along these lines, 
and under the Marshall plan, which preceded this Mutual Security 
Program, we made, with the consent and encouragement of the Con 
gress, Very important efforts to try to stimulate the ingenuity and 


activity of the Europe ans to e xport to this country = things that 
they could export. We helped them with such seemingiv unimportant 
things as packaging things in such a way that they would appeal to 


Americans. We went through all sorts of things of that sort, and | 
think have enriched the consumption of this country to a very con 
siderable extent by such efforts. 

It is a problem that is not a one-way street. It is very difficult in 
certain respects, but 1 would only point out that if we go very far in 


the direction of restricting their imports into this country we thereby, 
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provided we wish to assist them back to the point where they can 
stand on their own feet, delay that and, in the interim, by making it 
impossible for them to earn as much as they might through their own 
efforts, increase their dependence upon us. 

Now there is the dilemma. 

Senator Smirn of New Jersey. That is the dilemma. I thank you 
for getting that in the record. As the chairman says, it seems to me 
it is very important and fundamental. 

Senator GREEN. It seems to me while consideration ought to be 
given to the unequal effects if they are deleterious on different classes 
in the community and that that should be done in a different bill. 
It would not have any place in this mutual security bill. 

Senator Smith of New Jersey. I agree with that, but I think the 
discussion here is important to this entire matter. 


CONSULTATION ON POSSIBLE CUTS 


General Oumstep. If I may, I would like to return to that point 
of what Mr. Batt said and what Mr. Wood said about it. 

As a Defense Department witness, I would like to make it clear 
that my responsibilities relate only to the bill which is in front of us, 
and as I am sure you all readily understand, there are many things 
in the United States defense appropriation that are not comparable 
to the problems that are raised by this mutual security bill, such as 
the atomic energy program, the military construction, the difference 
in standards of pay and subsistence, and many things. And so I am 
quite sure that if there is any thought of relating a reduction in this 
bill pe rcentagewise to a reduction in the United States Defense 
Department’s appropriation, that that is something that the people 
that know that story should be consulted on, because I am quite sure 
we would not get comparable answers by a comparable cut across the 
board. 

Senator SmirH of New Jersey. General, might I just comment 
there? When Mr. Lovett was before us I asked him that question. 
| said, “If it would seem that, taking the over-all military picture at 
home and abroad both, a 10-percent cut was inevitable, would vou 
want your Defense Department experts to do the cutting or would 
you want us to try and work it out in some other way by taking 
specific items?” 

I think he was justified when he said that by all means they wanted 
in on that 

Mr. CLevecanp. | think the discussion has brought out all the 
points IT wanted especially to make, Senator, and | have nothing 
further. 

Senator Green. Then, Mr. Wood? 

Mr. Woop. Senator, | would suggest now, if it please the chairman 
and the committee, that we briefly cover some of the actual figures, 
if you wish, country by country. I would suggest that we start with 
a brief description and discussion by General Olmsted of the amounts 
and types of material under the military end item assistance phase. 
I would also suggest that we might start with either France or the 
United Kingdom. 

When General Olmsted has set forth the figures on either of these 
two countries there is very little, I think, to be added on the economic 
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side, because vou have heard testimony on that aspect from Ambassa- 
dor Bruce and from Mr. Batt. There will be just one or two sentences 
that I will ask Mr. Cleveland to add to round out the picture 

Which of those countries do you wish to start out with? 


DELIVERIES OF MILITARY EQUIPMENT TO EUROPI 


Senator Smiru of New Jersey. Could | ask the general one pre- 
liminary question, on something I mentioned to him off the record 
yesterday? It was the column in the Post of March 26, vesterday, 
by the Alsop brothers, where they point out that we failed in supplying 
NATO, and they are quite critical of what has happened 

The gist of their article was this, that since the organization of 
NATO about $10 billion has been appropriated to strengthen the 
West, the bulk of this money for arms, and of this great sum only about 
$1.4 worth of weapons has actually been delivered to this country’s 
western allies. 

They go on to say: 

Even by June 30, when the current fiscal vear ends, the most reliabl off 
estimate is that not more than $2 billion worth of arms will be delivered, 50 percent 
behind schedules already revised downward 

| told vou yesterday, General, | was going to ask vou if vou would 
explain this criticism of the Alsops, and whether this picture is as 
bad as it seems to me. I am getting from many people this same 
column sent to me, all saving .“‘How can vou explain this fall-down 
in deliveries?” 

General O_msrep. Well, sir, first let me say I know Joe Alsop and 
served with him in China, and [ think very highly of him, and nothing 
that | am going to sav is intended to be critical of him | feel that 
whatever his source of information might have been, and | have no 
idea what source it was, that the added facts which I would like to 
give you might have modified his conclusions. On the other hand 
they might not have modified his conclusions 

Senator Smiru of New Jersey. Then you are addressing vourself to 
the fact that probably his figures are wrong here, the facts are wrong, 
rather than an explanation of the facts as he presents them? 

General Otmsrep. | am going to give you the facts rather than 
try to give vou a rebuttal or an answer to his conclusions 

In the first place, the committee has heard General Gruenther’s 
statement about the progress that has been made there in the last 
vear. Obviously that progress could not have been made without the 
essential key end items delivered yy the United States 


EFFECT OF SLOW DELIVERIES ON EUROPEAN MOBILIZATION 


| would like also to put into the record a quote frem our Director 
of our Joint American Military Advisory Group at London, our 
regional office there. We asked him in January to make a check in 
the purely United States channel, as opposed to the international 
channel, of SHAPE, asking three questions: “What effect has the 
rate of delivery had on the mobilization and training of the European 
forces in 1951?” The second question, “What effect has the rate of 
delivery had on the advancement to a state of combat readiness of 


i 


the available units in 1951?” And the third question was, ‘‘What 











360 MUTUAL SECURITY ACT OF 1952 


effect does the present rate of delivery, or will the present rate of 
delivery, have on the plans, activation and training of units in 1952’’? 

Now, I have here as a classified document the report, country by 
country, for the three services, Army, Navy, and Air, in answer to 
those three questions. I would be glad to answer any questions 
about any specific country, but I think for the sake of brevity his 
conclusions might be the most enlightening. 

Senator Smirx of New Jersey. I think so; the over-all picture, just 
to answer that. 

General O_mstep. General Kibler says: 

An analysis of the MAG reports in the light of other information available to 
J—MAG leads to the following conclusions: 

A. Slowness of deliveries did not, during 1951, delay materially the activation 
of units. For the most part, countries maintained activation schedules even 
though substitute items of equipment had to be used for training, or units were 
changed to an arm or service other than that originally intended. 

His second answer is this: 

Slowness of deliveries had an increasingly adverse effect upon the achievement 
of a satisfactory degree of combat readiness of existing units. Furthermore, this 
trend is certain to continue unless the rate of delivery of MSA equipment 
improves. 

And the units which he lists as having been slowed up total less 
than one division. 

His answer to the third question is: 

While the activation of certain types of units and installations is dependent 
upon the receipt of MSA equipment, most countries will follow their planned 
activation schedules insofar as budgetary credits will permit. This assumes 
that countries will be permitted to hold out ffom first priority units sufficient 
equipment to initiate unit training of new units schedules for the 1952 and 1953 
troop list. 

And he lists again the units that would be affected, saying as 
follows: 

Activation during early 1952 of the following units is dependent primarily upon 
delivery of MSA equipment: 

(Discussion was continued off the record.) 

Senator Smiru of New Jersey. That seems to me to admit that there 
has been a fall-down in deliveries, but there has not been much harm. 

Senator HickeNLooper. A total of one division or slightly over in 
the aggregate. 

General Otmstep. I think that is the right conclusion. 

1 would like for the record, and for the information of the com- 
mittee 

Senator Green. Is this restricted? 

General Otmsrep. No, sir; this is unrestricted. 


LIST OF ITEMS ALREADY SHIPPED 


I would like to offer for the record the list of items that has been 
shipped in the 23 months of the program. 

Senator GreEeN. What does that mean, under “Artillery,” “In- 
cludes adjustment to previously reported data’’? 

General OLtmsrep. Sometimes these reports come in as preliminary 
reports and when the final report comes in there has to be a slight 
modification in the figures, and sometimes a report one month differs 
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from the report of the preceding month, and they always put a nota- 
tion that there is an adjustment due to the correction of a report. 
Sometimes that adjustment is upward and sometimes it is downward. 

Senator HickeENLOoPER. Excuse me, General; under the heading 
‘Ammunition, 281,988M” is that million? 

General O_mMstep. No sir, thousands. 

Senator HickeNLooperR. And 9,096 million rounds of artillery 
ammunition? 

General OLMsteEb. 9,096 thousand. 

From a tonnage standpoint, there has been delivered as of February 
29, 1952, in 23 months, 2,577,200 tons of equipment plus 301 aircraft 
and 53 vessels that were delivered under their own power. 

Senator GREEN. Is this the 329 vessels in that total column? 

General Otmstrep. This 329, Senator Green, is the total, but when 
I convert these item figures into tonnages, that two million and a half 
tons did not include the tonnage of 53 vessels that were delivered 
under their own power, or the 301 aircraft. The 329 would include 
both vessels that went under their own power and vessels that were 
transported on larger vessels for delivery. 

Senator Green. How wide a variation is there in the size of the 
vessels? 

General OtmstEeD. A very wide variation. We have no major 
vessels in the size of the program. The maximum size is a destroyer 
escort or small cruiser. The great majority in number of vessels 
would be either landing craft or vessels of that type. 

Senator Green. Does it go down to rowboats? 

General Otmstrep. Almost, sir. These landing craft are pretty 
small. 

Senator HickENLoopER. On the philosophy that big fleas have 
lesser fleas on their backs. 

Senator Green. All of these are power boats? 

General Otmstep. Yes, but you see the great majority of those are 
small vessels that would have to be carried across the Pacific on a 
larger vessel. 

CAUSES FOR DELIVERY DELAY‘ 


Senator Green. What caused the delay which brought on the ques- 
tion Senator Smith raised? 

General Otmstep. Historically our 1950 program totaled a little 
over a billion dollars, and the money was released to the services just 
about 2 years ago. It was intended that that equipment would be 
supplied from excess United States World War IL stocks which were 
available and which simply required in some instances some rehabili- 
tation. 

Senator HickeNLoorer. General, at that point, it is my recollection 
that we were told that this equipment would be supplied in main from 
reserves; that is, from surplus, that certain items would have to be 
taken out of the reserves, but our reserves would immediately be re- 
plenished by the securing of new and at least as modern items as we 
were able to develop by that time to replace them. So we were first 
to take it out of surplus, and then, when we could not get it out of 
surplus, which was considered to be a small amount, it would come out 
of military stocks and reserves; that is, reserves and not currently 
needed items. 
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General Otmstep. That is correct. “Excess”? is the word they 
used, 

Senator HicKENLOopER. | do not understand excess to be the same 
as reserves. Il understood reserve to be reserve for emergency, that 
the excess would more nearly apply to surplus. 

General O_tmsrep. That is right. 

When the invasion of Korea occurred within 3 months thereafter, 
then we were confronted not only with the problem of utilizing those 
stocks which otherwise would have gone more promptly to our part- 
ners for our own purposes. Almost immediately thereafter we were 
confronted with a problem of a major expansion in our own United 
States Armed Forces, and of course that required equipment too, and 
I assume you have — told this many times before, but our rate of 
combat expenditure in Korea for the first 12 to 15 months exceeded 
the rate of combat aeiamiaiion at the highest point of World War I], 
the expenditure of ammunition and the loss of end items, like their 
being overrun or not being able to maintain them due to lack of 
facilities in the early stages of that action. 

Senator Green. Was there any large amount lost to the enemy? 

Senator HickeNLoorer. A very substantial part of that was lost 
by the South Koreans 

General Otmsrep. A very substantial part. 

Senator HickeNLooprr. | think we have had the figures on the 
amount lost by the South Korean forces at the time when they did 
not stand too firmly. 

General Otmsrep. We got our 1951 money, as vou recall, in two 
appropriations, an original and a supplemental. The original came in 
the fall of 1951 and the supplemental was not available to us until 
about a vear ago. In fact, we did not get the final increment of it 
until last June. 

What we had to do with our 1951 money was to go into the procure- 
ment of new items, and even on the simplest item we cannot improve 
on a 12-month lead time very much. I mean, we had all the problems 
of expanding our production facilities in this country, getting new 
lines rolling; in the augmentation of our services, bringing the compe- 
tent logistical personnel back from civilian life in order that thev 
could do all of the contracting and the permanent work, or work that 
the permanent or Regular Army Staff was insufficient strengthwise 
to do, and all of that took time. 

Our °51 money was obligated substantially in full by the end of 
fiscal 51. Now we are jue beginning to get the effect of the placing 
of those orders. The figures which vou have before voy account 
for—well, our total expenditures as of the end of February are a 
little over $2 billion. That means that our 50 money has been 
spent in full and about between 10 and 20 percent of our ’51 money 
as of the end of February of ths vear, and when I sav “spent” I 
am relating in my mind the matter of expenditures and deliveries. 
By and large this money is spent on items that have been delivered. 

Senator Smiru of New Jersey. The Alsop column says: 


» 


Even by June 30, when the current fiscal year ends, the most reliable unofficial 
estimate is that not more than $2 billion worth of arms wil! be delivered. * * * 
He makes it June 30 and vou make it February. 

General Outmsrep. He is talking about Europe only and I am 
talking world-wide. That would close that difference somewhat. 
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Senator Witry. Of course the answer to that would be, if you 
added to what you have delivered to Europe the tremendous amount 
that has been delivered in Korea, you would run into tremendous 
sums, would you not? 

General OLMstep. Very much; ves, sir. 

Senator Witey. How much do vou estimate? 

General Otmstep. I have never seen the figures on our military 
end item expenditure in Korea. 1 could get vou an estimate on that. 

Senator Witty. It would be quite an increase in answer to that 
item. That goes on the theory that everybody has been loafing 
and nothing has been done The facts do not disclose that at all. 


DIFFICULTIES IN| PROCUREMEN' 


General Outmsrep. There have been some difficulties of which all 
of you are aware. Mr. Lovett mentioned the new medium tank 
| just got the latest forecast of shipment on new medium tanks. 

Senator Smirn of New Jersey. Is that because of that adjustment 
that had to be made on all these tanks that Mr. Lovett spoke about? 

General O_mstrep. That is right. 

Now, of course, a tank is a large item tonnagewise and it is a large 
item dollarwise. One of the things that affects these figures and is 
liable to lead us to an erroneous conclusion is the fact that vour 
longer lead items are the larger ones that it takes a long while to get. 

We have substantially solved our motor transport problem. We 
have a check on this business of shipping equipment that they can- 
not absorb. However, one of the added duties of our MAG’s, our 
missions, is to call for the equipment, and they must personally verify 
the fact that the unit is in being and at the state of training ready to 
receive that equipment before it is called forward from here. 

I do not mean to say that there have not been slippages, deficiencies, 
errors There have, of course There are bound to be I do not 
mean to draw any conclusions 

Senator GREEN. Those should be taken into account. the average 
number, in any preliminary effort that is to be made 

General O_mstrep. That is right, although there is a wide latitude 
for errors in judgment at that point. 

Senator Green. That should be allowed for too. 


NO COMMITMENTS MADE TO EUROP) 


General Oumsrep. There is one misconception in the article that 
you speak of, Senator Smith, and that is that we made promises or 
commitments. At no time do we ever tell a country “You will get so 
many items” or ‘“‘You will get so many items at such and such a time.”’ 
Our missions in each country are constantly in negotiation and discus- 
sion with their opposite numbers. When I was in Paris last fall, 
General Richards, the head of our mission there, was engaged in a 
very vigorous discussion with his opposite number of the French 
Army about their plan for activation of units this vear, and whether 
or not the motor vehicles could be assured in time. Those things gO 
on all the time. What they do and what we can do is a matter of 
almost day-to-day discussion and negotiation, but because we put a 
specified number of tanks in a country program-—the 1953 program, 
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for example—those figures originally being made up last summer, 
that number will be changed many times and there will be no violation 
of promises or commitments flowing out of that. We never talk 
dollars to a country; we never tell them how many dollars they are in 
the program for, and we never make them any commitment as to 
numbers of items or dates of delivery. 

So there has not been a breach of faith or a nonperformance in terms 
of a final obligation or commitment. 

Senator Smiru of New Jersey. Then the Lisbon Conference did not 
have before it that table we saw here yesterday of the items to each 
country? 

General OLMsrrep. No, sir. 

Senator SmiruH of New Jersey. You have not given that in the form 
of a target, for example? 

General Otmstrep. That is correct. 

Senator Smiru of New Jersey. It has not been done, and there have 
been no assurances of any kind? 

General O_msrep. No, sir. 

You might wonder, on that basis, how will they agree to go ahead 
and activate a unit? Well, there is considerable flexibility in the level 
of equipment which a unit requires in order to train properly and in 
order to become substantially combat worthy. 

Now, if you are actually going to commit an outfit to combat, then 
of course it needs all of its unit equipment with its combat reserve 
back of it, and as I explained yesterday, should that overtake us 
before we have the equipment all in place, it would be a commander’s 
decision then how to concentrate his forces and his available equip- 
ment to get the best results. 


USE OF NATIONAL GUARD EQUIPMENT 


Senator HickKeENLoopeR. General, has not most of the equipment 
of the National Guard been taken? Has it not been sent to Korea, 
and so on? 

General OtMstep. Some. I have no idea what percentage, but 
some of it. 

Senator HicKENLoopPER. I have talked to a lot of National Guard 
top fellows in various parts of the country, and they said they were 
just denuded. 

General Otmstrep. Some of that has taken place. I may say I 
have some personal familiarity with the National Guard. When I 
am not on active duty I command the One Hundred and Third 
Infantry Division in Minnesota, and at the closing days of our training 
the summer before last they came to us and said, ‘You can’t have these 
tanks for firing purposes the last 2 days of the camp because we have 
to load them up and send them to Korea.’’ They took the equipment 
right out before the training period had been concluded. There has 
been some of that, and there is more of it going on right now. 

Senator HickeNLooperR. And did they not take a lot of trucks the 
National Guard had? 

General OLmstEpD. Some. 

Senator Smirx of New Jersey. Because I have personally had so 
many inquiries about this column of the Alsops, I suggest, if it is 
proper that there appear in the record here the full column of the 
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Alsops, with the criticism, so as to make it appear in the record that 
the General has answered the criticism specifically. I think that 
would be the proper place for it in the record. 

(The column referred to, and the tabulation of selected major items 
shipped is as follows:) 


{From the Washington Post, March 26, 1952] 
MATTER OF Fact 
(By Joseph and Stewart Alsop) 
WHY DID WE FAIL IN SUPPLYING NATO? 


It is time to say bluntly what neither General of the Army Dwight D. Eisen- 
hower, nor his deputy, Gen. Alfred Gruenther, who is now testifying on Capitol 
Hill, can sayin public. It is time, in fact, to point out that there has been a down- 
right disgraceful failure to deliver weapons and war goods to General Eisenhower’s 
command in anything like the quantity promised. 

Figures are apt to be dull, but those given below deeply and directly affect the 
security of the United States. Since the aggression in Korea, about $10 billion 
has been appropriated to strengthen Western Europe against renewed aggression, 
the bulk of this money for arms. Of this great sum, only about $1,400,000,000 
worth of weapons has actually been delivered to this country’s Western allies. 
And much even of this comparatively miserable sum represents arms from surplus 
stocks in the United States and in Germany. 

Even by June 30, when the current fiscal year ends, the most reliable unofficial 
estimate is that not more than $2 billion worth of arms will be delivered, 50 percent 
behind schedules already revised downward. Of the great appropriations already 
made, a whopping $5 billion has reportedly not even been obligated—the money 
is lying unused in the Treasury, and no contracts have been let against it. And 
the current estimate is that when the next fiscal vear ends on June 30, 1953, there 
will still be an unexpended balance of well over $5 billion 

These figures are a record of abysmal failure. It was to protest in the strongest 
possible terms against this failure that General Eisenhower returned to this 
country last November. As a result of Eisenhower’s protest, President Truman 
issued a directive upping the priority on arms for Eisenhower’s command, which 
had previously rated in practice below the National Guard. But the current and 
future figures cited above show clearly that the record of failure still continues. 


This is having a deeply dangerous effect throughout the western aliianee. As 
Winston Churchill told the British Parliament recently, Britisn rearmament has 
been delaved for at least a vear because, although “there is no question of reproacl 
on either side,’ Great Britain “has not received aid in keeping wv our defense 
burden undertaken by the late Prime Minister.’’ The effect on the other NATO 
partners is even more serious than on the British, who produce the great bulk 
of theirown arms. Arms promised for France and other continental allies simply 
have not been delivered. This long lag in delivering the goods is directly con- 


nected eith the current crisis in France and elsewhere. 

But what is really important to Americans is the effect of this failure on the 
security of this country. Unless virtually every strategic expert is Gead wrong, 
the United States will itself be in deadly danger, if western Europe is still indefen- 
sible when the Soviets have decisve stock of atomic bombs—and this time is 
coming soon now. ° 


Thus the failure to produce and supply the planned and pror 
arms which the Europeans cannot produce themselves direct! 
United States. And this is onlv a part of a larger failure. For bv ar 





test, the United States is losing the arms race with the Soviet Uni 
are now cngag dd. 


Surely this life-and-death race is one which this country, with its superb indus- 
trial equipment, should be able to win hands down. TI! failure is, indeed, 
mysterious. In Europe, the job General Eisenhower has done seems al! the more 
prodigious since he has really had so little to work with. The top mobilization 
civilians in this country, including men like W. Averell Harriman, Robert Lovett, 
and Charles Wilson, are without exception very able men. And there has cer- 


tainlv been no lack of money appropriated. 
There are all sorts of partial explanations—the heritage of the Johnson era, the 
mysteries of “lead time,”’ the bungling of the military, especially where the Mutual 
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Security Program is concerned. But the central explanation seems to lie in a curi- 
ous, mutually contradictory attitude about the American economy. 

On the one hand, we have heard so much about the “miracles of American pro- 
duction” that we have become complacent. The American economy is now per- 
forming miracles of a sort, to be sure. On top of a defense program which is very 
large on paper, the United States is producing at the rate of 5 million cars and a 
million houses a year, and the price trend is down if anything. But cars and 
houses, or refrigerators and television sets, do not weigh heavily in the scale 
against Soviet jet planes and Soviet tanks. 

On the other hand, there is a skittish fear that the American economy will some- 
how explode if a really serious effort is made, although all the current evidence 
suggests that the economy is carrying the present mobilization load without any 
real strain at all. At any rate, the essential facts are easy to demonstrate. This 
country is simply not producing the arms it set out to produce; not doing the job 


’ 


it set out to do. And there is less and less time left in w hich to do the job. 


DEPARTMENT OF DEFENSE 


Selected major items shipped 


In number of items and thousands of rounds of ammunition 
Service and major items: Feh. 29. 1952 
Army: umulative 
Radios and radar 11, 074 
Tanks and combat vehicles 7, 852 
Motor transport vehicles 30, 948 
Small arms and machine guns 782, 731 
Artillery '11, 545 
Ammunition 
SA and MG 281, 988 
Artillery 9, 096 
Navy: 
Vessels 329 
Aircraft 127 
Air Foree: Aircraft 1, 145 
Includes adjustment to previously reported data 
Senator Smiru of New Jersey. I apologize for the delay. It seems 


to me it was a very important point. 
Mr. Woop. Very important 


ILLUSTRATIVE NATURE OF ESTIMATES 


Could I, just before the general proceeds, comment on one thing? 

I think it ought to be stated again this vear, concerning our esti- 
mates for each country, not only as to the amounts of money involved 
und the types of military equipment, but also as to amounts of defense 
support, which have been and will be placed before you, that they are 
in no sense commitments. We always, in presenting these figures, 
make it clear that they are what we call illustrative. They do not 
constitute commitments on our part to anybody. They are our pres- 
ent thoughts on the basis of the best analysis we can make, and they 
should be quite close to the mark generally. 

Senator GREEN. On any statements made up and submitted I think 
that comment should be added. 

Mr. Woon. | think that is a good suggestion, but I did want to get 
it in the record, Senator, that these are our present best estimates and 
in no sense commitments. 

Senator GrEEN. I do not think you can cover up all the statements 
vou will put in by a general statement now. I think it would be much 
more effective by adding it to the different statements. 
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Senator SmirH of New Jersey. Is it not true that, based on those 
estimates, you are asking for those billions of dollars? That is the 
basis of vour asking. 

Mr. Woop. That is correct, but as you have experienced, and you 
as members of this committee know, things, circumstances, do change 
For example, the amount of military equipment that General Olmsted 
would tell us is presently planned for a given country will depend 
finally upon the recommendations as to priorities that General 
Kisenhower and his organization would send forward, and it may 
well be that we would like to make a shift, and to give one country less 
and another country more, depending upon their comparative efforts. 
The same applies to the defense support items. We do not make a 
commitment when we estimate that a given country will, out of the 
appropriation authorized, receive so much in the coming fiscal year. 
In fact, we make it very clear to each country that these are subject 
to change depending on their own effort and changing conditions. 

Senator GREEN. In what order do you suggest we proceed now? 


MILITARY EFFORT AND NEEDS OF THE UNITED KINGDOM 


Mr. Woop. | suggest we start with the military story in the United 
Kingdom or France. Why don’t we start with the United Kingdom 
and then go on to France? 

Mr. Woop. While the general is preparing here, I would like to 
suggest that the committee may wish to hear the story on one or two 
of these countries in some detail, and then, possibly, run through the 
figures very brie fly for the balance of the countries Sut we are in 
the hands of the committee, and perhaps you would first like to see 
how the presentation develops and then decide how you would like us 
to proceed further 

Senator Green. I do not think the committee will want to go into 
detail any more, but that is for the committee to decide. Suppose 
you do according to vour suggestion. 

General OtmsteEap. Now, Mr. Chairman and gentlemen, on the 
United Kingdom you will see the end items which are proposed to be 
purchased 

Chart 

Discussion was continued off the record 

Mr. Woop. I think General Olmsted would go off the record 
primarily as to the figures, and not on much else that he says, and if 
we could, | believe it was agreed, edit this if hie has made anv 
slip 

Senator GREEN. That is understood 

Mr. Woop. Afterward, I think we will proceed without difficulty. 

General Otmstep. The reason that she can do that with this quite 
small percentage of our aid program lies in her own industrial capacity 


and her own contribution to the program in her own budget. 


VALUE OF SURPLUS EQUIPMENT TURNED OVER TO THE UNITED KINGDOM 


Senator Hr KENLOOPER General, at the close of the war, or after 
the close of the war, I think in 1946 perhaps | forget the date when 
we made the settlement with Britain—we turned over to Britain 
$6 billion in surplus war equipment in England, settled that on a paper 
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figure of $600 million. Do you have any statistics or information on 
the usability of that $6 billion worth of war equipment which we left 
in Britain and settled for? 

General Otmstep. No; we have no figures on that. I think we 
could get some reasonable rather general estimate about where it is, 
what of it is still usable. I do not know what was made up in that list. 

Senator HickENLoopER. We had a rough outline of it at the time. 
The bill went through this committee, I am quite sure. I do not know 
whether it went through the Military Affairs Committee or not, but 
it went through this committee and it was war equipment located in 
Britain, and the total was in excess of $6 billion, and we settled that 
in the negotaitions for $600 million. Do you remember, Mr. Wood, 
what that was? 

Mr. Woon. I do not; no, sir. 

Senator HickKENLOOPER. You were not hooked up in this? 

Mr. Woop. I was on the fringes of it, but I do not quite remember it. 

General Oumsrep. I will try to get you the figures on that. 

Senator HickenLooper. I think it would be interesting and 
informative to know how much of that equipment is considered to be 
usable under an emergency war operation there, and how much could 
be worked into new equipment, and so on, because it is a sizable 
amount of equipment, and that was at World War II costs. 

General Otmsrep. I will see what we can get in the way of figures 
on that. 

The information above referred to is as follows:) 

OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., March 31, 1952 
Hon. Tom Connattry, 
Chairman, Foreiqn Relations Commattee, 
L’nited States Senate. 
tion on the war equipment the United States left in Britain at the close of World 
r II and its present usability, the attached statement is submitted. 


It is requeste ad t! at if be LTisé rted In the record. 
Sincerely yours, 


Dear Mr. Cuarewan: In reply to Senator Hickenlooper’s request for informa 


Georce H. OLMstrep, 
Maior General. Unite i State Arn ‘s 
Dire: lor, O fice of Militar j Assistance 


Miuirary INvenrorteEs TurNED Over To Unirep KINGpom at Conc.Lusios 
OF WORLD WAR II 


On December 6, 1945, an agreement was concludea with the Government of the 
United Kingdom to sell to it: 
A l surplus property of United States forces located in the United Kingdom, 
rtain minor exceptions; 
"All unconsumed items which had been furnished to the United Kingdom 
l-lease; and 
The amount of lend-lease pipeline as of VJ-day 

The net sum due the United States Government was tentatively set at $650, 
000,000. For the first two categories of items, namely, surplus property and 

imed lend-lease materials, the United States Government was to receive 

a total of $532,000,000; for the third category, $118,000,000 (revised to $90,000 
000 on Julv 12, 1948 

The value of material, excluding the lend-lease pipeline, turned over to th 
United Kindgom under the agreement totaled over $6 billion composed of t} 
folnat 


Owing: 


bile, 
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on NN Sh it it aoe | gi Ss Bane Be $6. 115, 934, 850 
eft 
(a) United States surplus (military type) property in the 
United Kingdom __. ae ; y ae : 19&. 000. 000 
we 
is, Army Service Forces property J 130, 000, 000 
st. Army Air Forces property ISY, 000, 000 
ne Navy property 7, 000, 000 
; ASF and AAF ammunition 70, 000, 000 
OW Installations 1) OOO. OOO 
ut Serap— 2 000, 600 
= ] l-lea iventoris " gern 
at 
od, Civilian tvpe unconsumed lend-lease (held | 
Kingdom civilian ager : 2 §79. 288 
Milita ype unconsumed i ise | 
Kingdom armed services 705. 0 62 
it. Food _. Lee . = 129. 403. 034 
RAF aireraft (combat types at average | 
nd i States riginal cost : S51, 190, GOE 
ha RN AF aircraf ‘combat pesat avera [ . 
ihss daiatinal exail 330, 861. 224 
id Ground force equipment 3 303 502. 304 
ble ‘he militarv-tvpe inventories enumerated above either ar c ’ . 
used b\ the | nited Kingdom Armed Fore or thev are 0 Lo! rava i e tor us 
res jue to the items having been consumed or having become \ 
amount of military-tvpe items has been retransferred to other « 
United Kingdom with the consent of the United State 
rhe screening criteria followed in determi el 
United Kingdom under the Mutual Defense Assistance Pro 
j Lie usable nventories of itary Ee pment fT i } i | 1 hy 
o information is readily available on the quantities of World War II ¢ 
of United States origin that would be currently usable under : mergen< wa 


operation il the United Kingdom 


t MILITARY PREPAREDNESS OF THE UNITED KINGDOM 


General Otmstep. Now, as vou know, the British forees are ex- 
ceptionally combat worthy. We have kept currently up to date for 
each country current appraisals about their combat effectiveness that 

vO into quite complete detail about our evaluation on them, including 
where their units are that are committed to NATO. In our program, 


-_ as | said vesterday, we do not provide aid to the forees of Great 
Britain other than those that are committed to the NATO area 

u This is quite a voluminous study on which we have similar informa- 
om tion for all of those countries. It tells what they are doing to help 


themselves, what progress has been made, such things as increasing 
lom their term of national service from 18 to 24 months, how muel 
thev trained last year 
50 Mr. Woop. Do you want these figures in the record? 
and General OLMSTED. | do not mind. We have the modernization 
ive program that is going on in their Navy, what the RAF is doing to 


) reserves 


wv modernize itself, our estimate of the combat effectiveness, which | 
the would like to have off the record; then we go and talk about thei 
the manpower, where their units are and so forth. 


I think that would be more burdensome than you would like, would 
it not? 
Senator Green. I think it would be. 
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General OtmMstrep. Now, based upon those estimates and upon the 
screening process that we discussed yesterday, then we come to the 
conclusion that it would be desirable, from our over-all security 
standpoint, with a preliminary look at our own figures, to propose 
that kind of program for this vear. 

Mr. Woop. Now, Mr. Chairman, if the general is finished on that 
[ will ask Mr. Cleveland, if 1 may, just to tie in the defense support 
and defense expenditures of Britain, which are part of this Whole 
program that we are talking about. I would just like to emphasize 
before he starts, an | think General Olmsted pointed out vesterday, 
the fact that only 7% percent of our total request for end-item funds 
is required for the British although they are providing a very sub- 
stantially greater percentage than this of the total NATO forces. 
This is due primarily to the fact that the British have the capacity, 
and are taxing their people and providing the funds to utilize that 
capacity, to do a great part of the defense build-up themselves. 
Without, however, $590,000,000 in defense support from us, they 
would fall far short of being able to put into their defense effort 
the resources of their own, upon which the achievement of their 
defense build-up depends so very substantially. 

Senator HickeNLoorrer. | wanted to ask General Olmsted a 
question. That stockpile B business there, under the United King- 
dom—does that apply to the United Kingdom or something else? 

(Discussion was off the record.) 


DISCUSSION OF THE SCREENING PROCESS 


Senator Smiru of New Jersey. Mr. Wood, could | make a_ sug- 
gestion. We are going to be attacked on the floor for the extent to 
which we are familiar with all these figures. We have to say, of course, 
that the information is classified and we cannot release any figures 
at all. But in arriving at these figures we have been advised by our 
people abroad and our people here, and by General Olmsted, that 
these particular things will be looked into and so on. Would it not 
be wise to get a formula of that kind that might be taken to the floor, 
a statement of the careful hand-to-hand inspection made of all these 
points, without giving any classified material? | am just suggesting 
that as a possibility. (See testimony beginning on p. 322. 

Mr. Woop. General Olmsted did present vesterday the story of the 
very careful work that has been gone through in this screening process. 
Perhaps he might look over that record and see whether there is some- 
thing additional on this point that might be added that would be 
useful to the committee. Would that be a good suggestion? 

Senator Smiru of New Jersey. That is what occurred to me. If we 
are defending this program on the floor we are going to be asked to 
what extent were these figures gone into, and it will suggest a wild lot 
of guesses. We want to show the very careful way in which it has 
bee nh done. 

Mr. Woop. Would that be convenient? 

General Otmstrep. Yes. 

Senator GREEN. In connection with all this secret and restricted 
material | wonder how well satisfied you are with the fact that the 
enemy does not have it already. 
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General OLMstreD. Senator, may I quote to you something that 
happened to me vesterday noon? You remember the question of the 
Centurion tank came up vesterday morning. When I went back to 
the Pentagon I asked two officers to get me the facts on the Centurion 
tank. One came back with a list of the facts and said, “Now be 
careful; this is classified.’’ The other came back with a clipping from 
Newsweek that had the same information in it. 

Senator GREEN. Why say this is restricted when not only half « 
dozen but half a hundred people probably have had access to it, wee 
among them there are possibly some that are disloyal? 

General O_Mstrep. It is just one of those things on which I do not 
want to take any unnecessary chances. 

Senator Green. I think it is more or less of a joke, keeping it 
secret among ourselves, when the others know it already. 

General Otmsrep. There is one difference. When a story like this 
comes out it does not have the official blessing of the Defense Depart- 
ment. When we put it out here, that is an official record. The 
Russians know we are not kidding you in what we are telling vou. 


COMPARABILITY OF COUNTRY FIGURES 


Senator GREEN. One other general question I would like to ask, 
and that is this: You have given us comparative figures about appro- 
priations and disbursements and so forth. Are they on exactly the 
same basis? I should think they would be very difficult to make them 
on exactly the same basis. They do not cover exactly the same 
subjects. 

General O_msrep. I do not quite understand your question. 

Senator GREEN. How far are these detailed figures that vou give 
comparable in England, France, and the United States, we will sav? 

Mr. Woop. Do you mean for different vears? 

Senator GREEN. From any angle. Take the over-all figures in 
particular. Britain has appropriated so much last vear and so much 
the vear before compared with our appropriations or the French 
appropriations. I should think it would be very difficult to make 
comparisons on the same basis. 

Mr. Woop. It is, and as a matter of fact, there is this difference 
involved in the figures: The European countries are on an expendi- 
tures budget and we are on an obligations budget. 

Senator GreEN. That is what I mean. I think some notation 
ought to be made to show that when you make a comparison 

Mr. Woop. But generally the figures Mr. Cleveland has given you 
on defense expenditures are forecasts of these expenditures bv the 
European countries. The figures that we are talking about in re- 
spect of our request for the fiscal year 1953 are not on an expendi- 
tures basis; they are funds that we request be authorized for obliga- 
tion. So there is always that problem that you have to deal with, 
because of the different fiseal and budgetary systems current in 
Kurope as compared with ours here. 

Mr. CLeveLanpD. There is one other point that might be made, 
and that is one of the advantages of having a partnership, that there 
are places where the statisticians can get together and agree on 
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definitions, and there is an agreed NATO definition of what 
constitutes 

Senator GREEN. An agreed what? 

Mr. CLEVELAND. Actually one of the things that several dozen 
people spent quite a lot of time on last fall in connection with Mr. 
Harriman’s work on TCC was to make sure that every country’s 
budget was expressed, for purposes of analysis, in NATO, in the same 
categories, and it was out of that that this common NATO definition 
of defense expenditure, and what constitutes the five subcategories 
that were on the chart 1 was mentioning before, was developed. 

Senator Green. Unless attention is drawn to that, they may be 
very misleading. 

Mr. CLEVELAND. That is right. 

Mr. Woop. As to the items that properly constitute defense ex- 
penditures, those have been, as Mr. Cleveland indicates, carefully 
gone into, and the definitions are agreed, so that in that respect what 
we talk about as between various countries is wholly comparable, 
Senator. 

Senator Green. Does that complete what you have to say about 
the United Kingdom? 

Mr. Woop. Could we just have a brief fill-in on the economic or 
defense support side of the United Kingdom, and then proceed to 
France? 

Mr. CLevetanpb. Mr. Batt covered the United Kingdom economic 
situation very fully yesterday. I think I need only say and repeat 
what General Olmsted has said, that the relatively small size of the 
end item program reflects the relatively large size of British defense 
expenditure. 

(Discussion was off the record.) 

Dr. Witcox. The committee instructed us to make arrangements 
to complete the hearings this week. We are not able to do so, quite, 
and it will depend in part on what the committee wants to do = 
respect to afternoon hearings. ‘Tomorrow we have arranged to hea 
the 16 nongovernmental witnesses who have asked to be Saal: 
General Bradley still remains on the list. He is the only one of the 
four original top people who came to appear before the committee 
who has not returned to reply to questions. 

You recall that Mr. Lovett, Mr. Acheson and Mr. Harriman all 
returned, but General Bradley was out of the city and was not able 
to come back at the time of the others, so we have tentatively sched- 
uled him for Monday. We are in the hands of the committee, 
awaiting whatever instructions you want to give us. 

Senator GREEN. How long does the general think it will take, on 
your part? 

General Otmstrep. That depends entirely upon how much detail 
you want. 

Senator Green. We want about the same amount we have just 
had, not any more. 

Mr. Woop. I would think we could finish title I this afternoon and 
possibly get to the other titles. I presume you do want something, 
a brief statement, about the facts and figures and so forth. We still 
would have title Ii and title IIT and title IV, the whole point IV 
program. We have had people standing by all day who will be ready 
to come in. My instructions to them have been “Make it just as 
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brief as possible, at the same time covering the subject adequately.” 
If we did sit this afternoon IT would guess, Senator, that unless some 
questions involving considerable discussion arise, we could finish 
with the NATO countries and Germany, and Greece and Turkey. 

Senator GREEN. Can we adjourn now and meet at half past 2? 
If there is no objection, that is what we will do. 

(Whereupon, at 12:20 p. m., the hearing was adjourned, to recon- 
vene at 2:30 p. m., of the same day.) 


AFTER RECESS 


(The hearing resumed at 2:30 p. m.) 

Senator GREEN. The committee will be in order. 

We have Mr. Wood, General Olmsted, and Mr. Cleveland present 
this afternoon, and I think we can proceed to hear them. 

First, | think we will insert in the record at this point a letter from 
the President of the United States addressed to the chairman of this 
committee, dated March 22, 1952. 

(The letter referred to is as follows:) 

Marcu 22, 1952. 

My Dear Mr. CuHairMan: In compliance with section 101 (a) (1) of the Mu- 
tual Security Act of 1951, I hereby notify you that I have today determined 
that it will contribute to the defense of the North Atlantic area and to the security 


of the United States to initiate a program to improve the reception and treat- 
ment and to secure the resettlement of qualified people who escape from the iron- 
curtain area. This program will supplement, but in no sense supersede, the 


efforts now being made by the countries bordering on the iron-curtain area which 
carry the main responsibility for taking care of these people. 
This program has been recommended to me by the Director for Mutual Se- 


curity with the concurrence of the agencies concerned. It is their estimate that 


approximately $4,300,000 of funds appropriated under title I of the Mutual 
Security Act will be required for the calendar year 1952 to fund this program, 
which together with $2,900,000 planned to be obtained from other sources inclu j- 
ing counterpart and privately contributed funds, will make possible the carrying 


out of this program. 

Representatives of the executive branch are prepared, at your convenience 
to provide you and your committee colleagues personally with further informa- 
tion about this program if desired. 

Sincerely yours, 
Harry 8S. TRUMAN. 


STATEMENTS OF TYLER WOOD, ASSOCIATE DEPUTY DIRECTOR, 
MUTUAL-SECURITY AGENCY; MAJ. GEN. GEORGE H. OLMSTED, 
DIRECTOR OF THE OFFICE OF MILITARY ASSISTANCE, DE- 
PARTMENT OF DEFENSE; HARLAN CLEVELAND, ASSISTANT 
DIRECTOR FOR EUROPE, MUTUAL SECURITY AGENCY; 
ARTHUR Z. GARDINER, ECONOMIC ADVISER, BUREAU OF 
NEAR EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS, DE- 
PARTMENT OF STATE; AND EDWIN M. MARTIN, DIRECTOR, 
OFFICE OF EUROPEAN REGIONAL AFFAIRS, DEPARTMENT OF 
STATE 


ACTION UNDER THE ESCAPEE CLAUSI 


Senator Green. With reference to this letter from the President, 
it seems to me that we ought to ask for further information. The 
Mutual Security Act last vear authorized the use of $100 million to 
aid escapees from iron-curtain countries. This letter indicates that 
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$4,300,000 of those funds are now to be used, and ] suggest that the 
following questions be asked: 

How much of these funds remain unused? What provision is 
there for the continuation of this provision for next vear? What 
difficulties have been encountered in giving effect to this provision? 

I will ask Mr. Wood if he will obtain that information for us. 

Mr. Woop. I can give it to vou generally at this point, if vou would 
like, sir, 

Senator Green. I would rather have it e 
vou come you can bring it, and I would like to have it in the record. 

Mr. Woop. The fact is that these are the only funds which it is 
intended to use out of that amount this year; and the answer to your 
second question is that there is requested in the bill the authority 
fo carry over the balance, as is the case of all of the funds involved 
in this bill, to be expended or to be available for their original pur- 
poses. Those two facts I ean give vou. 

I think if you wish to discuss the question from the Defense 
ment side, as you know, Senator, one of the elements in this amend- 
ment was the thought that people who escaped from the iron curtain 
areas would be formed into military units for the purpose of defending 
the free world. I would ask General Olmsted, who is better informed 
on that aspect of it, to discuss it with you briefly now, or to put some- 
thing in the record. 

Senator Green. And the last question: What difficulties have 
encountered 1» giving effect to this provision? 

Mr. Woop. As you know, Senator, I believe. this was the subject 
of long and extended discussions and argument in the last session of 
the United Nations at Paris, where Representatives Mansfield and 
Vorys made it clear that the attacks by Mr. Vishinsky on this pro- 
vision as one which was designed to carry on sabotage within the 

areas under the control of Russia or her satellites, were completely 
unwarranted; that the purpose of the provision was perfectly clear, 
as the provision itself stated. namely, that it was to be applied to aid 
those who had escaped from behind the iron curtain—to care for 
them, and to organize them into military units; and that there Was no 
intention on the part of the Congress to 


authorize in this bill the 
conduct of clandestine activities or sabotage within these areas. 
There was quite a long and he: 


ited discussion and controversy on this 
subject in the United Nations. 


I do not know to What extent ( 


xact, and the next time 


Depart- 


been 


reneral Olmsted would wish to discuss 
the question of any difficulties encountered in giving effect 
provision—either on or off the record 
that to his judgment. 
Senator Witry. Briefly, tell us 
there, in your own language. 
General OuMstrep. 


to this 
. I think that I would leave 


what the President’s request is 


This is a separate and distinct piece of legisla- 
tion which the President is discussing, but he is mentioning the fact 
that it is separate and distinct from the provision in last year’s 
mutual security bill relating to escapees and defectors. 

The query that the Chairman raises is on that point. 

Mr. Woon. May I interrupt for a moment? We are talking about 
two different things bere. You are, I believe, talking about a message 
which came up the other day from the President requesting new legis- 
lation to deal with the problem of refugees. What we have been talk- 
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ing about here, Senator, is a different subject. The letter which 
Senator Green has is a notification to the chairman of the committee 
that of the amount of $100 million that was male available by the 
Kirsten amendment in the legislation last year, it is planned to use 
$4,300,000 for the purpose of assisting and improving the situation in 
the camps where these people who have escaped now resid 

There is, in addition, a separate request from the President—I b 
lieve he has already sent a special message to Congress— asking for 
separate legislation to deal with this and other refugee problems; it is 
separate and distinct from this bill 

Excuse me for interrupting, General 

General Otmstep. | think your explanation is more accurate thar 
mine. 

UNEXPENDED BALANCE OF FUNDS TO AID ESCAPERS 


Senator Witey. Then Senator Green’s question was: How much 
of this $100 million is still left? 

Senator GREEN. That was the first question 

Mr. Woop. Generally speaking, what is now left and what is ex 
pected to be left is the balance after expending this $4,300,000. — In 
other words, there has been ho other tse of the Tunas authorized 
under this particular provision of last vear’s law 

Senator GREEN. To answet the question directs you meal 
$95,700,000? 

Mr. Woop. That is correct. [| bad not done the subtraction in my 
head as rapidly as vou did 


Senator Witry. If that has been appropriated and it is there, is 
volng to be used fon any particular purpose? 

Mr. Woop. Senator Wiley, this is one of those situations in which 
the funds in question were not set aside or authorized solely for this 
purpose. This was an authorization to use up to SLOO0 million. It 
was not a statement that $100 million had to be used solely for this 
purpose. 

What we are asking in the new legislation— section 3 of the new bill 
is the authority to take unexpended balances of any appropriations 
pursuant to this paragraph and continue them available for their 


original purposes through June 30, 1955 
UNEXPENDED FUNDS OF THE MUTUAL SECURITY AGENC) 


Senator Witney. What do you figure that unexpended amount 
will be—not simply this, but all unexpended amounts you are asking? 

Mr. Woop. Are you talking now about the Mutual Security Agency, 
or the Defense Department, or altogether? 

Senator Witey. Well, whatever vou are asking fo 

Mr. Woop. This is in the Mutual Security Agency appropriation, 
and I believe it is expected—and Mr. Cleveland can correct me if | 
am wrong—that there will be roughly $1 billion unexpended from 
previous appropriations. They will all be obligated by June 30, 
but the unexpended balance will run— - 

Mr. CLEVELAND. It will run around $900 million 

Mr. Woop. That will be une xpended. But all will be obligated DY 
the end of the fiscal year. 

Senator WILEY. Well, is it necessary to obligate them all to carry 
out the original purpose? We are talking now about whether there ts 
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any possibility of recouping anything so that we do not have to appro- 
priate $7,400,000,000. 

Mr. Woop. There is not much question, Senator Wiley- 

Senator Witry. There is not much question when you fellows and 
the fellows in the other departments get money, vou have got to 
spend it. 

Mr. Woop. I think that I might recall to your mind—maybe we 
have been corrupted since that time—that for 2 years, I believe, 
under the Marshall plan, we came back with unobligated funds. We 
actually saved several hundred millions because we found that we 
did not need to spend or obligate those funds, and, as Mr. Hoffman 
had promised, we did not do so. 

Senator Witey. | remember that, and I complimented them at the 
time. I also remember that some of us who voted to deduct $500 
million were nearer right when we wanted to offer to deduct $750 
million, because vou had not spent $300 million, and do you remember 
that? So that only substantiates the position that, after all, these 
amounts are not mortised into a definite amount. I am sure the 
evidence this morning substantiates that when it was clearly said 
that there might be need to transfer some from this country to that 
country, and so forth and so on. I think this morning you fellows 
did a job to indicate that this is not a frozen amount in any particular 
instance. 

Mr. Woop. No, Senator, and I am sure you would not want it 
frozen. Let me just go into that. 

Senator Witey. I agree, I do not want it frozen any more than | 
want frozen, rigid witnesses. I want them to have a sense of humor 
so that we can have a sense of balance here. 










EFFECT OF CUTS MADE 





LAST YEAR 





Mr. Woop. In this particular year—fiscal year 1952—Senator, you 
will recall, and I think that you will agree, that there was a very 
substantial cut made from the amount in our requests. Other 
witnesses have indicated to you how touch and go this situation is in 
some of these countries in Western Europe, insofar as concerns 
meeting the strain on them that is involved in this tremendous military 
effort they are making. 

Senator SmirH. Does that mean that this year you really feel you 
have done a much more expert job because of your experience in 
getting at these figures, than we had last year? Is that right? 

Mr. Woop. I would say this, Senator, that we are improving all of 
the time, as one does with experience. 

Senator SmiruH. That is what I mean. 

Mr. Woop. But this particular year, Senator Wiley, we really 
have had considerably less money. The cut that was made last 
year—I have seen it, and I have been over there and I-have been 
here—the cut that was made last year, with all due respect to those 
who made it, did very seriously retard what we might have been 

able to do otherwise. Under these circumstances, I am sure that it 
will not be possible or desirable in the interests of this country not to 
obligate the amounts that we have, and obligate them fully. They 
are most urgently needed. Without them, plus the funds we are now 
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requesting for fiscal vear 1953, our NATO partners will not be able 
to reach the defense targets which have been set. 

I can say that without any qualification whatever, sir. The situa- 
tion was so difficult and so urgent that it was necessary, as | believe 
has been testified here before, to use the authority provided in the 
Mutual Security Act to transfer to the defense support category 
$478 million from the military end-item program. While the end- 
item program was in itself badly in need of those funds, it was cou- 
cluded by all concerned, after conferences among Mr. Harriman, 
Secretary Lovett and Secretary Acheson, and with the President, that 
as between these two most urgent needs—defense support and military 
end-items—that it was even more urgent, in the situation as it had 
developed, to transfer that sum of money from the end-item program 
to defense-supporting aid. That situation arose because of develop- 
ments in the economic situation overseas, and also because, if you 
will recall, the very great part of the cut that was made by the Con- 
gress last vear was taken out of the defense support or, as it was 
then called, the economic aid po tion of the program. 

So I assure vou, Senator, that so far as fallible human beings, but 
nevertheless reasonably experienced in these matters can now tell, 
is going to be urgently necessary to obligate these fun ds, and obligate 
them fully, in this fiscal vear if we are really to get on with this program 
that we are working on. 


DISTINCTION BETWEEN UNOBLIGATED AND UNEXPENDED BALANCES 


Senator Wiiey. I think the record is pretty clear for us here on 
that subject now, but I think that the average Senator who is busy 
like some of them are now, in finding out how many millions of bushels 
of wheat has been stolen, will have some difficulty unless you differ- 
entiate every time between unobligated and unexpended. I think if 
you make that clear, that this will be obligated, and make it cleat 
that this will be expended, it will help. You can see what I am driv- 
ing at there, because it even confuses me, and I have listened to it 
here several times. I am sure the other day when Senator George 
was in the chair, he asked that question as to how much will be un- 
expended by July 1. Now, he did not realize that by that time you 
had it all obligated, and in other words, the Government would be 
responsible for paying it, but he was getting at the point or the 
question of bookkeeping before the country, I am sure. 

Mr. Woop. You must distinguish clearly between obligations and 
the expenditures, because you do not buy things off the shelf. You 
do not spend your money and write the checks at the time of obligation. 
Those actions do not fully take place until the deliveries are made and 
the goods have been manufactured. But you do have to have the 
money appropriated, or alternatively you have to have contract 
authorization, before you ean actually place the order. That is the 
problem we are dealing with. 

General OLMstep. Now, if we can get a program where the military 
aspects of the problem can be solved and the diplomatic aspects can be 
solved, we think this might be a very useful step in the right direction, 
in the long-range solution of our proble m. Now, I have a little state- 
ment here that I would like to offer in this connection, so that you will 
have an outline of some of these problems. 
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Senator GREEN. Can we dispose of this matter first, or do we go off 
onto something else? 

General Outmsrep. This relates to the unexpended balance that ts 
spoken of there 

Senator GreEN. | have another question that I wanted to ask. 
Will vou go ahead at this point now? 


OTHER FUNDS USED FOR ESCAPEES 


Senator GREEN. The other question which I had reference to was 
this: In this letter of the President, it is said that ‘these $4,300,000 of 
funds which, together with $2,900,000 obtained from other sources, 
inciuding counterpart funds * * *."’ | would like to ask what the 
breakdown of that $2,900,000 is. 

Mr. Woop. | would have to find that out for you. However, | do 
not think, Senator, that any of that comes out of the funds in this bill 
lt is, | think, contributions of private organizations, and things of that 
sort 

Senator GREEN. It is counterpart funds, and it ought to be on our 
books 

Mr. Woop Well, L believe the counterpart to be used there—-and | 
vould like to.correct this if lam wrong—is from the GARIOA counter- 
part which was available, and a good many of these funds are in 
Crermany 

Senator GREEN. Well, let us not guess at if That is the reason | 
am asking the question, and | would bke to know what they are 

\Ir. Woop. | will find out and insert it in the record, su 
The information referred to ts as follows: 


The estimated cost of the program for escapees for the calendar year 1952 is 


"y «yp 


$7,200,000, of which $4,300,000 will be allocated from title IT funds. It is expected 
hat the balance of $2,900,000 will be obtained from the following sources: 
$1,450,000 from MSA 5 pereent counterpart and German GARIOA counterpart 
$750,000 from the American voluntary organizations, which are now negotiating 

th the Ford Foundation; and $700,000 from PICMME (Provisional Inter 

vernmental Committee for the Movement of Migrants from Europe 

Senator GREEN. Now, can we go back to France, that vou were 
vroing to pick up? 

Mr. Woon. Mr. Cleveland was just finishing a general statement 
on the United Kingdom 


DEFENSE EFFORT IN THE U. K., AND NEED FOR DEFENSE SUPPORT 


Mr. CLevetanp. Mr. Chairman, | think all that needs to be said 
about the United Kingdom in this connection is two points: One, 
that the UK, of course, is doing a very substantial defense job itself, 
measured by their defense expenditures projected for next vear of 
+ billion equivalent in sterling. That compares with 2 vears ago 
when they were spending $2,700,000,000, and the current vear when 
they are spending about $3,600,000,000. This is a steady march 
upward 

It is the U. K. that accounts for a very significant part, and it has 
accounted last vear and this vear for about half of all of the hardware 
produced as a result of procurement out of European military budgets. 
Next vear it will be about $1'5 billion out of total hardware production 
of about $31, billion in Europe as a whole. Actually, the U. K. will 
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still be about half on the hardware side, of all of the NATO countries 
not counting Germany, that is, half of the $3 billion or so in NATO, 
but you add another $500 million of hardware production by adding 
Germany into the pot next year. They have not, of course, been 
producing any hardware so far. 

The other point that ought to be made is simply to remind you of 
Mr. Batt’s testimony on the determination of the British not only 
to carry out this defense program, but to achieve and maintain a 
balanced situation in its external accounts, in its trade and payments 
abroad. The ‘Vy are at the point in their gold and dollar reserves 
they having gone down from about $3.8 billlion to less than $1.7 
billion at this moment—where a further reduction in their reserves 
next year simply could not be tolerated, from their own standpoint. 
They are therefore determined to achieve balance 

Now, it is our extimate that they can come within about $600 
million of doing that with these very tough measures that Mr. Batt 
described to you that the British have taken, and the increasing], 
tough measures which the Commonwealth countries associated with 
the UK are taking in concert with the UK. So they should be able 
to bring their gap between what they can earn and what they have to 
buy down most of the way. 

The $600 million that has been mentioned, or $590 million, as it 
shows up in your table of defense support figures by countries, is the 
rest of the way toward balancing out their external account in such a 
way that they are able to buy the imports that that economy needs 
if it is to produce this big amount of military support. If they do not 
have the $590 million, it presents them <i a very difficult dilemma 
An automobile manufacturer comes to the Government and he says, 
“Do I produce these automobiles that I can get dollars for by selling 
them to Argentina, or do I produce these tanks that | have got an 
order for from your Ministry of Defense?” At a certain point, where 
their reserves are declining, the British Government really has no 
alternative but to answer that question by saving, ‘Produce the 
automobiles for export.” 

It is to prevent that kind of tough choice between solvency and 
defense, that the defense support is required 

I think that that is all that needs to be said on the U. K., in view of 
the rather full testimony by Mr. Batt the other day 


MILITARY END-ITEM PROGRAM FOR FRANCE 


Mr. Woop. Shall we go on with the military situation in France, 
Mr. Chairman? 

Senator GREEN. Yes, please. 

General Otmstep. Mr. Chairman, our military end-item program 
for France, you can see from the figures there, is the largest of our 
military end-item program for any country. You can see in the three 
right-hand columns the breakdown between the Army, Navy, and Air. 

The purpose of our program for France this year, as shown over 
here, is to provide a certain number of ships and aircraft, and then 
the ordinary type of military end items for their ground forces. 

You will note that they are providing all of their own small arms 
and machine guns. 

Senator Witey. What kind of ships? 


9689688 —hH2 











380 MUTUAL SECURITY ACT OF 1952 
FRANCE’S DEFENSE EFFORT 


Mr. CLEVELAND. Now, the French Performance on the budgetary 


and expenditure side this past vear has been quite impressive, Their 


defense expenditures last year were $2.3 billion, that is. dollar equiva- 
lent in franes. This year they will have Spent at the end of our 
fiscal year about $3,460,000,000. Forty percent of it is for personne] 
Costs, and about 17 or 18 percent of it is for the production of hardware. 

This was brought Up, or France is the only country which has 
actually exceeded. in its budgetary Provision, the amount originally 
worked out in the TCC as representing its economic capabilities. 
They are doing that partly as a result of extraordinary assistance from 
the United States, but they are doing it Primarily because they are 
carrying a double burden, the Indochina burden and the burden of 
Providing a great dea] of leadership in this building of this European 
defense community on the Continent. 

The combination of those two burdens represents, T think it js fair 
lo say, more than the French economy can in fact Carry; it is consider- 
ably more than it eat carry without sizable assistance from abroad 
The assistance that is Proposed for this Purpose is $420 million In this 
list of defense Support figures for next year. That represents about 
three-fifths of their dollar imports, and represents, therefore. Assistance 
in Precisely the form in which they are most lacking, 

You will remember that Ambassador Brace testified that while they 
Were roughly in balance on food and still running a slight deficit, the) 
are heavily dependent Upon outside sources for such items as fuel, 
Steel, and fibers. Particularly cotton and wool, of which they produce 
Practically none. and nonferrous metals, of which they produce sub. 
stantially none, and some of their machinery, 

Senator Green. Did his figures agree with yours? 

Mr. CLEVELAND. Yes, indeed. In fact, his figures and our firures 
are, broadly speaking, derived from the same source, which is the 
economic mission in Paris working with the French from day to day 

Senator GREEN. And so is it hecessary to repeat them here? 

Mr. CLevevanp. I do not believe that he gave the Cetailed figures. 


NEED FOR DEFENSE SUPPORT 


Now, the lack of this $420 million would. therefore, mean an in- 
ability to buy more than about two-fifths of the dollar imports that 
they have to haye to make this defense effort come true. That woud 
Mean, at a very conservative estimate. | think, considerably over 
$1 billion less defense expenditure on the Part of the French. That 
$1 billion, or something over $] billion, that they would jose in defense 
expenditure is about the cost of their Indochina Operation; and T thiak 
what it means is that without this kind of an assist on the defense 
Support side, the French would simply be unable to maiatain the 
double burden. They would ha ve to give up in Indochina or give up 
in Europe. But they could not maintain the two of them together. 

More than that, perhaps, there would be shocking effects in France 
from a politica] and morale standpoint, as Ambassador Bruce testified. 
But even from the purely economic standpoint, they simply would not 
be able to carry on the Indochina thing without the commodity and 
material support that the $420 million represents, 
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I think that that is all 1 can say on the French picture. 

Senator Green. Are there any questions? 

Senator Winey. I have nothing, except you say they are not able 
to carry on without this outside assistance, and | think that you have 
demonstrated what the assistance means. If they do not get as much 
as you claim, why, it is simply a question of how much damage you 
have done to the program as it is outlined; is that not right? 

Mr. CLEVELAND. Yes; and I think the damage you do is a multi- 
plied damage, in effect, and you take off a dollar of defense support and 
you probably cause somewhere between two and two and a half dollars 
worth of decrease in their defense expenditure, as a purely economic 
calculation; and, bevond that, vou have the morale and other factors 
that were referred to while Ambassador Bruce was talking here the 
other day. 

OFFSHORE PROCUREMENT IN FRANCE 


Senator Smirx. Can we step up their offshore procurement end of 
it? 

Mr. CLEVELAND. It is proposed to step up their offshore procure- 
ment. 

Senator Smita. Will that help their economy? 

Mr. CLevetanp. That will help their economy in two ways: One, 
it helps their economy in the sense of giving them a way of earning 
dollars. 

Senator Smirna. That is what I mean. 

Mr. CLevetanp. And the other will help their economy in the 
sense of putting to work facilities, and to same extent people, that 
would not otherwise be working. So the offshore procurement repre- 
sents a good way to assist, while getting matériel procured that has 
to be procured for the NATO forces anway. But the amount that 
it is proposed to step up offs hore procurement, which is very sizable 
in the French and Italian eases particularly, is already taken into 
account in saying that they can only earn the dollars to cover about 
two-fifths of their dollar imports. 

Senator SmirH. You mean that is figuring a maximum capacity for 
offshore procurement? 

Mr. CLeveLanp. That is figuring a maximum possibility, repre- 
senting both physical capacity and representing also the judgment 
of the military procurement people as to what contracts can be in fact 
placed, and what ~—— of items will in fact be suitable for production 
in France, instead of in this country, under the over-all end-item 
program. 

Senator Smirnw. Are we thinking in terms of the following year, 
and so on, both in France and Italy, to step up that offshore business, 
so that by degrees we are turning over to Europe its own production 
in military items? 

Mr. CLevevanp. As far as next vear is concerned, there is a very 
substantial step-up. This vear the amount of payments that will 
vo into the economy in France is very small, probably not more than 
about $5 million. Next vear the payments, that is to say, deliveries 
that are actually paid for during the next fiscal year, ought to be 
close to $70 million. 

Senator SmirxH. From 5 up to 70, in a vear? 
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Mr. CLEVELAND. Yes; because this is the year that it is just getting 
going, now. The contracts placed ought to be sizably more than that, 
probably several times that, in the case of France, with payments, 
however, and deliveries, estimated to come after the end of next 
fiscal year 

For example, if they make a contract next December in the middle 
of the next fiscal year, since most of the stuff is not shelf items, it 
would not be delivered probably until the following fiscal year, that 
is, during fiscal 1954, and it would be taken into account in this 
financial calculation of the type that we were discussing this morning. 
That is in fiscal 1954 and not in fiscal 1953. 

It does not, on other words, enable them to earn dollars during 
fiscal 1953, except to the extent that payments are actually made 
against deliveries actually coming forward during fiseal 1953. 

Senator Smrira. That is all that I have, Mr. Chairman. 

Senator GREEN. Is that all? 

Mr. Woop. Could I ask your pleasure now? We have similar 
data for each of these countries. Would you wish us to run through 
it, or shall we end with these samples we have given? 

Senator GREEN, Can you give us summaries of the others? 

Mr. Woop. We can go through them quite rapidly, and perhaps 
the quickest way to do that would be for General Olmsted to run 
through his summaries of the various countries; and then for Mr. 
Cleveland to make brief remarks on the economic situation in each 
country. Would that suit you? 

General O_mstrep. Yes, it would, 

Before I go up to the charts there, Mr. Chairman, I would like to 
put one comment into the record, if I may. 


DISTINCTION BETWEEN UNOBLIGATED AND UNEXPENDED BALANCES 


Senator SmirH. | have a question for Mr. Wood, if you would be 
good enough to answer it. It is this, and see if we have got this 
straight: If we get the money that is requested for defense support, 
that is, $1.8 billion for Europe, and still have the $900 million un- 
expended as of June 30, 1952, as | understood Mr. Cleveland said, you 
will, in fact, have $2.7 billion for defense support next year, is that 
not true? 

Mr. Woop. No, I do not think that that is quite the proper way to 
put it, Senator, with due respect. 

Senator SmirH. I am just exploring this, and I just do not know. 
It would seem to me, from the figures we have heard here, that this 
would be the situation. 

Mr. Woop. We will, at the end of the next fiscal year, have obli- 
gated all of the funds, but there will still be an unexpended balance at 
that time. There is always this pipeline amount, the difference be- 
tween the obligations that are made in a fiscal vear and the expendi- 
tures against those obligations that are made in the following fiscal 
year. if you are looking just at the expenditure side of it, you will 
find that we actually will not spend the full amount of the 1.8 that we 
are asking you to authorize in the coming fiscal year, although we will 
obligate all of it. There is alw ays this slop- -over of unexpended funds 
at the end of each fiscal year. 
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In order to keep this thing building the way it has to be done, you 
cannot get away from that. 

Senator Wiiey. I think that is what I put on the record here a few 
minutes ago, and it is the same trouble that Senator Green is having 
here, because I say when vou have obligated yourself you have it 
spent. 

Mr. Woop. You have obligated vourself to expend. 

Senator Wriey. You may not have taken it out of the bank, but 
vou have got to pay that. So I think that vou have got to make 
that clear, because the Senator is confused. At the Ist of July you 
will have everything that vou have been authorized for that year 
obligated. Consequently, vou will have expended it in that sense. 
It will be obligated. But because it takes time to get the vehicle off 
and out of the shop, vou do not literally pay for it until it is delivered 

Senator GREEN. It is better to use a phrase that is not capable of 
two significations, that is the trouble. 

Senator SmirH. | am clear on that, but apparently within the last 
year or two, the Appropriations Committee took the position that if 
vou got these things obligated, you have got to appropriate the money 
and charge it against that year and put it in the bank if it is not spent 
for 5 vears, and that is what has caused this confusion. 

Mr. Woop. I think that that is true. 

Senator Smirn. And if that is a rule of the Appropriations Com- 
mittee, that is true. 

Mr. Woop. Formerly the Appropriations Committee and the 
authorizing committees, instead of appropriating money, have 
authorized the making of contracts or given what they call contract 
authorizations. From our standpoint a contract authorization is 
just as good; but it does not really make any difference, because when 
the time comes to actually pay for these things, then you have to 
appropriate the money anyway, in order to pay for them. And so 
you do not save anything by that process, Senator Smith. 

Senator “saa The Appropriations Committee probably had in 
mind they did not want to be faced with some obligations that we 
have assumed a couple of vears hence and have to add it in the appro- 
priations then, and we would rather have the appropriation today. 

I want to get that clear, because we are going to be asked this 
question every few minutes on the floor, and everybody I meet 
keeps saying, “‘Where are these billions of dollars that have been 
available and already appropriated?” 

Mr. Woop. As has already been said by both Senator Green and 
Senator Wiley, the problem is to get very clearly in mind the distinc- 
tion between “obligation” and “expenditure.” 

Senator GREEN. It is to use words to express that distinction, and 
I do not think that they always do it. 

Mr. Woop. I think that that is true, and we have attempted to 
make it very clear that money is required before you can make the 
obligation, and the expenditure will come in later. 

Senator GREEN. Can you use some different phrase that will really 
say what it means? 

Mr. Woop. I may say, I think it is perfectly clear that this process 
must be regarded as a continuous stream 

Senator GREEN. I think that vou have made it very clear 
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Mr. Woop. Then perhaps I need not say anything more, becaus 
we are pressed for time. 

Senator GREEN. Instead of saying “expended,” say “obligated’ 
or “contracted for,’’ or anything you wish, but do not use that word 
when you do not mean actual disbursement. 

Mr. Woop. “Expenditure” means “disbursement,” and ‘‘obliga- 
tion’? means writing the contract. authorizing procurement. 

Senator Green. Do you not think that the mistake has been mac 
in the past in using one word when they meant the other? 

Mr. Woop. I think that that is very true, but then I think you 
cannot get away from using both words, because one means one thing 
and the other means another thing. 

Senator Green. I think that there is a distinction, and [ think you 
should use both words. 

Senator Smirn. Could we have a word about Italy, or is that so 
near to these other situations? 

Mr. Woop. We are going to cover all of them quickly, and if you 
want to stop the general or Mr. Cleveland at any point to ask ques- 
tions, we can do that. 


MILITARY END-ITEM PROGRAM FOR OTHER EUROPEAN COUNTRIES 


Senator GREEN. Can you just give a summary, and if there are any 
questions that are going to be asked by any members of the committee, 
they can interrupt to do so. 

General O_msrep. If we might take the title I countries first, thes 
are the proposals, country by country. 

Senator GREEN. What do you mean by title I? 

General Oumsrep. Title I in the bill, Mr. Chairman. That includes 
military assistance for the European countries, the NATO countries 
exclusive of Greece and Turkey, plus any of the other European 
nations non-NATO in character that are authorized or eligible and 
so declared. 

Senator GrEEN. Now, one would think Norway, with all of he: 
shipbuilding facilities, would be able to make a contribution to the 
navy. 

General Otmstep. That is very right, and because she has thos 
capabilities, she does not need much help from us. 


SITUATION IN YUGOSLAVIA 


Senator Winey. Can you tell us something more about the Yugo 
slavian situation? I do not have to tell you that there is a lot of 
opposition to that aid to Yugoslavia, and this record should help to 
indicate clearly that we are not simply pouring water down the rat hole 

General Otmsrep. I would be glad to say this for the record: tha 
Yugloslavia is at the hinge between Western E urope, the weste! 
flank and the southern flank, and through Yugoslavia are the terra! 
features through which access could be gained either to the uppe 
Adriatic and the northern plains of Italy, or to the eastern Medit: 
ranean through Greece or Istanbul. 

The chief of our mission, General Harmony, makes regular repo 
from there, and he is permitted to go wherever he wants to go, a1 
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to see Whatever he wants to see; and his reports are that their state 
of training and their leadership and the morale of their forces is high. 
General Collins, the Army Chief of Staff, was there for 4 days last 
fall, and he went on their maneuvers, and the report which he made 
was that they are an effective fighting force within the limitations of 
their present equipment. And largely because of that report, it has 
been our conclusion to step up our program of aid to their army 
this year. 

Senator Winey. Well, I am very glad to hear that, because I have 
a great deal of faith in General Collins, and there would be every 
reason to depend upon his reaction in this matter, as you know. 


GREECE AND TURKEY 


General Otmsrep. While we are looking at the Greece and Turkey 
side, the Greece forces have now developed into a real state of combat 
worthiness, as have the Turks. General Arnold will be available to 
be questioned by you if you wish, any time from now until next 
Tuesday or Wednesday. 

These countries are an excellent example of how the military aid 
and the economic aid fit together. The Greek budget would not 
permit the support of forces of this size without some financial aid 
from the outside. The same is true, perhaps to a lesser degree, for 
Greece and Yugoslavia and Turkey, but they could not go on. You 
might say, “‘Well, what did they do before we were there?” They 
lad forces of comparable size, but much less modern type. 

When you take the donkeys away from the Turkish forces and give 
them trucks, somebody has got to provide gasoline, either they or 
somebody else, and that is the type of thing you begin to run into 
there. It is modernization of forces, which runs you into budgetary 
ncreases, as you men very well know. 

Now, that as a quick look is a summary of what we are trying to 
do in the title I and title IT ar 


CESSATION OF MILITARY ASSISTANCE TO IRAN 


One word about Iran. Now, as you know, we have been unsue- 
cessful in getting the Iranian Government to comply with section 511 
f the bill and to sign an agreement that they will join with us in the 
lefense of the free world. 

Senator Smira. Could you refresh us on that section 511? 

General OumMsrep. It is a requirement in order to be eligible for 
iid, & country must sign an agreement with us that they will do 
ertain things. We have been unable, as yet, to get the Iranian 
Government to agree to that. 

Ai in Iran, in Teheran, we have three missions: One that trains 

ir gendarmerie, and one that trains the army, and our third mission 
our military assistance advisory group that administers our military 

id aid. Now, unless these agreements are signed, and relatively 
oon, we must begin to phase out our missions there, to bring them 
out. We ceased the shipment of military end items in January when 

‘deadline came about signing these agreements. 
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IRANIAN ATTITUDE TOWARD CONDITIONS IN SECTION 511 


Mr. Woop. Mr. Chairman, if I could just briefly add on this latter 
point, that section 511 is divided into two parts, (a) and (b). (a) 
relates to the giving of military assistance, and (b) to the giving of 
economic assistance. The Iranian Government did give satisfactory 
assurances under section 511 (b). It was in connection with section 
511 (a) that we had difficulties. The Iranian Government felt that 
the assurances required constituted too open a declaration, as they 
regarded it—Mr. Gardiner can correct me if | am inaccurate on this, 
but I think that I have it accurately; they considered that some of 
the specific assurances which they were required to give under section 
511 (a) went, for their purposes—they are right on the border of 
Soviet Russia—a bit far in indicating that they were joining sides, and 
in fact thumbing their noses at these powerful neighbors right across 
the borders. They felt it was not safe for them under those circum. 
stances to give such assurances. That is why General Olmsted said 
we are unable to continue the military aid. We are continuing to 
give point 4 assistance in that area, because they were able to give 
satisfactory assurances under section 511 (b). 

Mr. Garpiner. That is a correct statement of the situation. 

Senator Green. What are those assurances? 

Mr. Woop. They are set forth here in the law. Which assurances 
were your interested in? 

Senator GREEN. You said they were able to give satisfactory assur- 
ances. Now, what assurances did they give? 

Mr. Woop. Well, the assurances required are set forth in the law, 
and they gave us a letter in which they made statements which were 


regarded by our people as complying with the provisions of the law 
Senator WiLey. In substance, what is that provision? 
Mr. Woop. (b) reads as follows: 


No economic aid or technical assistance shall be supplied to any other natior 
unless the President finds that the supplying of such assistance will strengther 
the security of the United States and promote world peace, and unless the recipient 
country has agreed to join in promoting international understanding and good 
will and in maintaining world peace, and to take such action as may be mutually 
agreed upon to eliminate causes of international tension, 

Senator Green. The second part is what vou have reference to 
they would give assurances of that? 

Mr. Woop. They gave assurances. 

Senator Green. In what form did they give them? 

Mr. Woop." It was a letter from the Prime Minister to our 
Ambassador there, was it not? 

Mr. Garpiner. That is correct. It was an exchange of letters 
between the Prime Minister and our representatives in Iran. 

Senator Smiru. Are you suggesting that any change should be mad 
in this legislation to make them eligible for military aid? 

Mr. Woop. No, we are not, sir. This 1S, of course, a very com 
plicated subject, we have had very considerable difficulties in obtaining 
assurance from certain of those countries which are, as it were, right 
under the gun, with strong Soviet forces right across their borders 
and which are quite weak. Often those countries, gentlemen, ar 
reaily heart and soul with us; they are cooperating in a perfectly 
splendid way. But with this great and vast power right next to them 
they shrink from making a publie declaration. 
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IRANIAN OIL SITUATION 


Senator GREEN. What is the current situation as to the oil? 

Mr. Woop. | am afraid, sir, that I can only give you a very general 
statement. As you know, the International Bank had a mission 
there, which hoped that it would be able to solve this problem 

Senator GREEN. But it failed. 

Mr. Woop. Yes; it failed, and they have returned. And I gather 
that there is still some hope that some variant of the suggestions 
that they have made may succeed, but I do not know the details. 

Senator GREEN. Have we been jockeyed into the position of taking 
sides with England, and if the Iranians do not accept it, that is the 
situation? 

Mr. Woop. I think not, sir. We have maintained an extremely 
correct attitude throughout this, namely, that we were not trying to 
high-pressure or force anybody to do anything; but we are trying to 
bring about, through our suggestions, a reasonable agreement under 
which the oil production could be resumed. 

Senator GREEN. Are we in a position of trying to persuade them to 
accept the British offer, in substance? 

Mr. Woop. I think not, sir. 

Senator GREEN. Do they think we are? 

Mr. Woop. I do not know, and perhaps 1 had better ask Mr. 
Gardiner to comment on that. He is here. 

Mr. Garpiner. | think it is fair to say that they do not think that 
we are; that the bank mission went there and explored the situation 
thoroughly, and there were three points on which there was failure 
to reach agreement. 

The first point was on the price at which the oil might move if the 
bank acted for the parties in interest. 

The second point was the nationality of the technicians who might 
De emploved by the bank to operate the refinery. 

The third point was the relationship of the bank to the Lranian 
Government 

On all three points, it was impossible to reach an agreement, as vet, 
satisiactory both to the Iranian Government, the bank, and to the 
British 

| think we prefer to say that those negotiations are in suspense 
rather than that they have failed. The door ts still open to further 
talks, through the bank 

Senator Green. Well, when you speak about the point of view, 
have the people gotten the idea that we are taking sides? 

Mr. Garpiner. | would think that the vast majority of the people 
would not have such an idea, but I think they are pretty remote from 
the actual controversy, which has become a very complicated one, 
indeed, and one which few people do understand. 

Senator GREEN. Well, they are very apt to take the position that 
the British and Americans are acting together. 

Mr. Garpiner. Well, | could hardly express the position better 
than Ambassador Wood has when he said that our action in this 
situation had been very correct, and that we had not sided with either 
party to the dispute; and it has been a very difficult situation, and we 
have remained friends of both parties 
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Senator Smrrx. [| think there was some testimony by Mr. Harriman 
on that point. 

Mr. Woop. Mr. Harriman did discuss this. 

Senator Smirn. Could I ask a few other questions? 


REASONS FOR REFUSAL TO AGREE TO CONDITIONS IN SECTION 51! 


Senator Smiru. I have before me an editorial which appeared i 
the Washington Post of February 23, just discussing this question of 
why these different countries refused aid. 1 suppose you are giving 
the answers in a general way why aid was refused, because you put in 
conditions that they could not meet because of their exposed position 

Mr. Woop. There are very few, as you know. Ireland was unable 
to agree. It was not involved in section 511, but in a question of the 
principles and purposes of the act. ‘There was also the [ranian case 
which has already been discussed. 


UNITED STATES ATTITUDE TOWARD COLONIAL PEOPLES 


Senator Green. In addition to dealing with the governments, we 
must bear in mind the attitude of the people. I think it is very un 
fortunate if we let the people either in Iran or in Egypt or in Indonesia, 
or any whe ‘re else in the Near East, get the idea—perhaps wrongly 
that we are siding with the colonial powers against the native popula 
tions. I think they are inclined to feel that way generally now, 
already. So, I would not be in favor of anything that would add to 
that feeling, and I think we ought to go out of our way to make it 
clear that we are not. 

Senator Witey. You want to make sure who the people are in 
Egypt, and you might have a bunch of Communists stirred up there 

Senator GREEN. ‘They always call anybody who rebels against thx 
local government a Communist, and they may be. 

Senator Witey. The King of Egypt himself got rid of the persons 
and went into action. 

Senator GREEN. That is the way they get our support, we think 

Senator Witey. We do not want to put ourselves in a position of 
saying Whether what the King said was right or wrong. We cannot 
question the word of the executive department of Government here 
or of the British on that subject. 

Mr. Woop. I might say that the only country which has found 
itself unable to give the assurances required under section 511 (a) 
that is, the assurances required for military aid—has been Iran 
There were some delays in the case of others, but Iran is the onl) 
case where there has so far been a refusal. However, section 511 (a 
I believe, was the major cause of the fall of the Indonesian Cabinet 


PROCEDURE OF HEARINGS 


Now, Mr. Chairman, we have people standing by who could discuss 
the political aspects of any of the questions which might arise i: 
connection with the other titles of the bill. I would like to ask the 
committee how long vou expect to sit this afternoon, and whether we 
should hold these people here? 

Senator GREEN. | will ask the members of the committee here. 
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Senator Winey. I will not be able to remain much longer. I have 
a lot of work to get through this afternoon. 

Mr. Woop. Then perhaps we had better tell them that they will 
not be required, and perhaps we could finish with the economic side 
of title I, including Greece and Turkey. We could have a very brief 

un-over of this side of the problem from Mr. Cleveland just, as we 
have had on the military side from General Olmsted. 

Senator GREEN. Mr. Cleveland, can you give us a summary in a 
few minutes? 


DEFENSE SUPPORT PROGRAM FOR ITALY 


Mr. CLeveLanpb. Senator Smith asked particularly about Italy; 

| might start with that. Italy, Germany, and Greece are the 
ther three countries, other than France and the United Kingdom, 

hich exceed $100 million of defense support in next year’s program, 
as presently proposed. The committee has before it two documents 
for reference later, which give the basic figures on defense expendi- 
tures and defense support. We have this table of defense expendi- 
tures and defense support, and this pamphlet which presents some of 
the material graphically, and which has at the back a country-by- 
country set of tables which gives the summary figures. 

Italy in 2 years is going up from about $640 million worth of 
efense expenditures t 0 about $1,075,000,000. As vou know, Italy 
is a country which mostly has people and falling water that they 
harness to hydroelectric power, but not much of anything 
in the way of resources, and they are very dependent on outside 
sources, perhaps apart from Greece the most dependent country as 

far as outside raw materials are concerned. 

Nevertheless, through conservative financial policies interneliy 
thev have been able to do pretty well on their external account, and 
it should be possible to get the assistance next vear down to sin 0) 
million. 

The primary problem, both on getting defense and on getting a 

tisfactory social situation behind that defense effort in Italv, is 

jing to be getting more people employed in Italy, and getting a 

rher level of business activity. oe is directly dependent upon 
idequate flow of imports, particularly in places from the win ar area. 

Senator Smrru. Let me ask you cine the offshore procurement. 
(‘an we not speed that up? 

Mr. CLeveLtanp. We are projecting next vear that it will be 
possible to place about $300 million worth of offshore procurement 

mtracts in Italy. As a matter of fact, it is the earnings from the 
avments against this offshore procurement payme nts against 
iTshore proc urement next vear will be en 83 or 84 million dollars 
hat make it unnecessary for the aid to be higher than it is, on the 
lefense-support side. 

Senator SmiruH. Does that help the unemployment situation? We 

re told there were 2 million unemployed and they had to do some- 

ing abot ut it pretty quickly. 

Mr. CLEvELAND. It is less than 2 million, but it is still very sub- 
tantial. Anything that can be done on the immigration side is also 

Ipful, as you know, in the Italian case. 





390 MUTUAL SECURITY ACT OF 1952 


GERMANY 


Senator Smirx. Does not the GARIOA help them a lot? 

Mr. Cuevevtanpn. That is all finished, sir. They have counterpart 
funds resulting from this assistance, both from previous years and 
from this year’s assistance. Some of those counterpart funds do go 
into the support of Berlin, as you know, in fact; but it is a very tough 
one. And the ‘vy do have this same problem that is chronic throughout 
this industrialized area of Europe—of dependence on outside sources 
of raw materials—and they none therefore, to export. We are 
hoping and projecting that the Germans are going to be able to 
increase their total production by about 8 percent. That is gross 
national product going up 8 percent, which is by far the biggest surge 
of increased production anywhere in Europe. 


DEFENSE SUPPORT FOR OTHER NATO COUNTRIES 


The other NATO countries that are involved in the defense-support 
program are Denmark, Iceland, Netherlands, and Norway. Portugal 
and Belgium and Luxemburg are down for zero in the defense-support 
column on the theory that their foreign-exchange resources will be 
sufficient to carry them through as far as paying for imports from the 
dollar area, to fulfill commitments they have made on the defense side 
The Netherlands has done a remarkable job of getting its defense 
expenditure up and has undertaken in effect to apply the counterpart 
of any assistance as an addition to its budget for defense. 

The Norwegian and Danish cases, of course, are special cases of 
countries which are not able to make a production contribution of 
any size—that is, munitions production—but which make contri- 
butions in other ways, in manpower, in construction, and—to some 
extent, of course—in strategic position as well. 

leeland, for which there is $1,000,000 in the list, is the completion 
there of an investment program which is designed to put them in a 
position where if the fish market holds they will not require further 
special support. This is primarily for a fertilizer plant. 

Senator Green. You hear a lot of stories about Iceland, about 
enormous sums spent there, and the airport and so on. We see that 
in the newspapers. 

Mr. CLevetanp. I do not know the amount that has been spent 
for the air-base installation there. 

Senator GREEN. It is one of the scandals of the administration 
I think, and I wonder if vou sopneies to know anvthing about it 

Mr. CLevetanp. I do not happen to know anything about the 
construction activity there. The atonal on the economic side on 
leeland has been on the whole pretty successful in getting them in 
1 position where they can make their own fertilizer, and where they 
can improve their fish catch sufficiently to earn through exporting 


fish all of the other things they need on the island. About their 
only export is the fish. 


GREECE AND TURKEY 


Greece, as General Olmsted mentioned, is the most extreme case 
of a country where the defense support is for primarily economic 
purposes and economic development and support of the economy, 
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but without that support to Greece you would have a position where 
the number of divisions that General Olmsted mentioned simply 
would not be available to the free world, and it is a sizable military 
contribution, and a remarkable military contribution. They devote 
something like 9 percent of their very small national income to this 
effort, and that has caused and is causing a very difficult problem in 
Greece, particularly problems of inflation. 

Turkey is the final entry on the NATO list. They are going to 
increase their defense expenditures somewhat from $253 million to 
$292 million equivalent, on the basis of continued assistance at about 
this year’s level. Again in Turkey vou have a going concern 
divisions already in place and in the process of being equipped, and 
the equipment modernized through the end-item program—but the 
troops are there. The economy behind them has to be maintained 
so that the troops can remain in place in that exposed and strategic 
spot. 


ECONOMI( AID FOR AUSTRIA 


That completes the list of the defense-support items. The only 
other one in the title I area is Austria. Austria, of course, is not a 
defense-support situation. They have no defense establishment, and 
their so-called defense expenditure is a relatively small amount of 
occupation costs that they pay. But the primary purpose in the 
\ustrian case is to make it possible for the Austrian Government to 
continue in the face of a most difficult situation, a situation in which 
2 main element is the Soviet occupation of a very important piece 
of their country. 


OCCUPATION COSTS IN AUSTRIA 


Senator GREEN. What is the basis of the stories we read in the 
papers, of the United States being a country that is really spending 
money, the United States being the only country that is spending 
money there, and the others are taking money out? 

Mr. CLEVELAND. It ts a fact, | think, that a decision was made 
by the United States Government to go on a pay-as-you-go basis in 
its occupation expenditures. That is for the support of its own mili- 
tary establishment there, if I am not mistaken, General Olmsted 
The British and French do still draw from the Austrian Government 
a part of the funds in Austrian schillings, required for the support of 
their millitary establishment in Austria, and the Soviets draw rather 
a large amount. I do not have the figures in my head, but I will be 
glad to put them in the record here. 

Senator GREEN. We pay the whole part of our occupation costs? 

Mr. CLevevanp. That is right. 

Senator Smira. Is our contribution of the economic aid helping 
the Austrians to pay to the Russians and the French and the others? 

Mr. CLeveLanb. Our contribution enables the Austrians to keep 
afloat, make all of the payments that they have to make, given the 
difficulties that they face. Another thing which is probably more 
important than the payment of occupation expenses as such is the 
drain on the eastern part of the country, represented by the Soviets 
producing goods and shipping them out of the country without even 
tipping their hats to the Austrian Government. But that is not 
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something that the United States Government can stop without 
pushing the Soviets out of their part of the country militarily. 

Senator GREEN. If they could not pay the sums, the French and 
English could not draw their share of the occupation costs from 
Austria unless we paid this money to Austria; is that right? 

Mr. CLEVELAND. It would be considerably more difficult for the 
Austrians to pay the French and the British shares, yes, sir. 

Senator GREEN. It seems a shame that we should be paying them. 

Senator Smiru. That is the point of my previous question, and | 
do not see why we are doing that. Suppose we just did not make this 
contribution, what would happen? 

Mr. CLevetanpn. Well, 1 think that the main thing that would 
happen in Austria would be that Austria would simply not be able to 
keep going as an independent country, in the face of this situation. 

Senator GREEN. How did it happen that we agreed to pay none, 
and they should be paid? 

Mr. CLevetanp. I do not know the history of that, and I know 
there were some discussions and perhaps there may still be some 
discussions with the British and French about it, but I am not familiar 
with just how that has gone. 

Senator Sairu. Is it not obvious that the Soviets will not want 
any peace treaty as long as we go on paying this money? 

Mr. CLEVELAND. It is pretty obvious they will not want any 
peace treaty anyway. 

Senator Smrrx. But they are satisfied with the present situation 
is that not right—they have their occupation there, with their cor- 
ridor through Hungary and so forth to get there; and, after all of 
that, it seems to me that they have every advantage over us in that 
situation. 

Mr. CLevetanp. This is a very important and very difficult di 
lemma, the Austrian case. The problem in the Austrian case is to 
figure out a reasonable alternative to the present action, and so fa: 
the United States has not figured out anything that has been a lesser 
evil than the problem of maintaining the Austrian Government, this 
coalition government afloat in the face of the Soviet occupation and 
the Soviet-induced drain. It is a very tough problem. 

Mr. Woop. Senator Smith, speaking very candidly on this ques- 
tion of the British and French occupation costs, the fact—the cold 
hard fact—is that it is certainly of value to all of us to have British 
and Freneh soldiers in there. It is also true that the British and 
French are receiving aid from us, as we have outlined in these hea: 
ings. It would be really a question of taking out of one pocket and 
putting it in another if the British and French paid their own occu 
pation costs in Austria. It would increase the problem of aid to 
them, and certainly I think it is of interest to the United States to 
have the soldiers of other countries in there with our soldiers carrying 
part of the burden of occupation. I believe the general conclusion 
was that under those circumstances it was in our interest at least to 
pay our own occupation costs, and not to try under those circum- 
stances to insist that the British and the French pay theirs. 

Senator Green. Do you think the people there know that we are 
paying ours and that the others are not? 

Mr. Woop. They know the facts, and they are extremely grateful. 

Senator Green. What are the figures? 
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Mr. Woop. I have not the figures, but we will put them in the 
record. 

Senator GREEN. Very well. 

(The information is as follows:) 


AUSTRIAN OccuPATION Costs, 1952 


The 1952 allocation of occupation costs for each power is $5.8 million (151 
million schillings, which is $5.8 million at the premium exchange rate). This 
figure was agreed to after long negotiations in which the other powers agreed to 
the United States position that the 1952 occupation costs should remain at the 
1951 level. Since the United States Government, in accordance with the pro- 
visions of the pay-as-you-go agreement negotiated in 1947, does not take its share 

f the occupation costs, the total amount for 1952 will reach $17.4 million—i. e., 
the total of the shares taken by the other three occupying powers. However, in 
negotiating the agreement for this year, each power reserves the right to decide 
ipon the need for supplementary funds, should increased prices in Austria make 
this necessary. 

It should be realized that the term “occupation costs’’ in Austria does not refer 
to the troop pay, uniforms, sustenance, or equipment of occupying personnel, the 
expense of which is borne by each occupying power out of its own funds, but only 
to certain categories of expenses (rent and maintenance of properties occupied, 
salaries of Austrian personnel employed, official railroad transportation, telephone 
and telegraph charges, quadripartite censorship and the expenses of the Allied 
Council). The total for 1952, $17.4 million, represents less than 3 percent of the 
total Austrian budget for 1952. 


ECONOMIC AID-——-NOT DEFENSE SUPPORT FOR AUSTRIA 


Mr. Woop. May I say in this connection that Austria is the one 
case here where the aid given in the form of economic aid is not defense 
support, and it is in fact akin to and similar to the Marshall plan aid. 
Austria has no defense establishment, occupied as part of it is by the 
Russians. I think that it is also fair to say, however, that the 
strategic position of Austria and the importance of keeping it as a 
voing concern are not unrelated to the defense of the free world, but 
here, frankly, we state to you that, contrary to the case in all of these 
other countries, we have been talking about, this is not defense sup- 
port. This Austrian aid is economic aid of the Marshall plan type, 
although it is not unrelated to the security of Western Europe and 
the free world. 

Senator Green. I would like to make it clear that I am not object- 
ing to the situation, but I want to know what it amounts to. 

Senator Smiru. That is what 1 wanted to get in the record and why 
we are doing it, and we are going to be asked about this, and this is 
not rat-hole money in my judgment at all, but some people will 
think it is. 

DRAIN OF OCCUPATION COSTS ON AUSTRIA 


Mr. CLtevetanp. I find among my papers here a figure of $23 
million to pay French, British, and Soviet occupation costs, which 
is something under 

Senator GREEN. Do the Soviets get occupation costs, or is it paid 
in the way you suggested? 

Mr. CLeve.anp. It is both. 

Senator Green. Do they hit the country twice? 

Mr. CLeveLanpb. The main drain on the Austrian economy related 
io the Soviet occupation is the fact that they do not allow the Aus- 
trian Government to treat the eastern part for a good many purposes 





394 MUTUAL SECURITY ACT OF 1952 


as part of their country, for example, the Soviet troops will go in and 
occupy a factory, and produce stuff for themselves or for the satellites, 
and ship it out. It will never appear in the trade figures and it wil 
never go through any customs office, and it will never represent any 
revenue to the Government, and it will not even be taxable by the 
Government. 

Senator Green. Do you know what the respective amounts of 
these different countries is? 

Mr. CLevecanpn. | do not have that, but we will get that and 
put it in the record. 

(The information requested is as follows: 

For obvious reasons it is difficull to arrive at an accurate estimate of the amount 
of resources drained off the Austrian economy by the Soviet Union. Estimates 
by the United States elements, however, put the drain in the neighborhood of 
$50 million per annum, excluding occupation costs In addition, it is estimated 


that the Austrian Governmen t loses about $5 million a vear in revenues due to the 


nonpayment of taxes by the 350 enterprises controlied by the Soviet occupation 


authorities 


Mr. Woop. Might I ask permission for Mr. Martin, of the State 
Department, to make a very brief statement on this subject. He ts 
right here, and he is much better informed on this. 

Senator GREEN. What subject? 

Mr. Woop. On the subject of Austria. 

Mr. Marrix. I would just ike to make two points; one, that the 
aid that we give to Austria is in dollars used to procure things that 
Austria requires from the dollar area, whereas the occupation costs 
are local rental and other services so that there is not any particular 
correct relation between the two. 

Now, the second point would be if we did withdraw the dollar aid 
which we now give to Austria, she would not be able to procure a great 
many things which she needs to keep her economy afloat, and its result 
would be to turn Austria more over to the Soviets than she now is. | 
think that that is more apt to be the way things would happen than to 
suggest the aid which we are now giving enables the Soviets to impose 
their drain upon Austria. It would be quite the other way, I think, 
if we were to withdraw our aid. 

Senator Green. The comparison which T was making was not be 
tween America and Soviet with respect to aid; it was with regard to 
Kngland and France 

Mr. Martin. The second port was addressed to Senator Smith's 
question, 

Senator Green. | should think the same argument should apply to 
England and France as to America, except that we always have to pay 
the bills 

JUSTIFICATION FOR PROGRAMS 


Mr. Woop. You, of course, will have to judge whether we have suc- 
ceeded, but we have tried in this survey to show the committee in the 
case of several countries like France and Britain, and in the general 
remarks that we have made, the very careful methods of gathering 
and judging the facts on these questions that we have pursued. Un 
fortunately, because of security, we have not been able to put all of 
the facts, especially the military facts, on the record to the extent that 
would be desirable. However, | do hope that we have been able to 
indicate and demonstrate to the committee the very great wealth of 
information that we gather, and the very careful methods that are 
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used in reaching our conclusions as to figures and policies. Our in- 
formation is gathered from people right on the ground who are thor 
oughly familiar with the things that are going on. That has been one 
of the aspects of our work in which I believe the committee in past 
vears and this year is very propery interested. 

* [am sorry that some of the military data could not be put on the 
record, but I hope we have succeeded in giving you a concept of the 
very detailed and careful methods that are used in developing these 
programs and in administering them. 


DISTINCTION BETWEEN ECONOMIC AID AND DEFENSE SUPPORT 


Senator GREEN. Speaking just for myself, | think that you have 
done very well. The only criticism I have would be this, that it is 
quite clear to me that large amounts of what vou call economic aid, 
| think it is a mistake to call it by that term, is really military aid. 

Mr. Woop. That is why we call it defense support aid 

Senator GREEN. Youc change dtheterm. You started calling it that 

The second point is that some of that is purely economic aid. 

Mr. Woop. No, sir. With all respect, except in the case of Austria, 
| think it is honest and fair to say that the aid in the form of financing 
imports of goods into these countries is for the purpose of making it 
possible for these countries to come up to the defense expenditure 

level that is required by the military plans. 

Senator Green. It is for the ultimate pas but it does not con- 
tribute to military aid, and a great deal of it does. | think that the 
distinction ought to be drawn there better an it was drawn, and 
that is my only criticism. I might say it Is in are terms 

Mr. Woop. The fact remains, as Mr. Bruce brought out, and Mr 
Batt brought out, the problem is that there are certain things which 
these countries have to import. If they do not import them in the 
quantities necessary, they are going to have to cut back their own 
expenditures on their defense establishments by many times. the 
amount of the goods financed from our defense support 

enator GREEN. T hey contribute to their general economic progr 
or success or Whatever you want to call it. 

\lr. Woop. Well, it contributes to the ability of the country to 
produce. 

Senator GREEN. Most of them coutribute more directly to the mili 
tar) .and I think the great majority of it comes under the head of mili- 

ary defense. It is the extension of military defense, and | would have 
liked to have seen it divided that that contributes to military defense, 
and you might call economic aid. Of course, the economic condi 
tion of a country contributes to the military aid; in that sense every 
thing contributes to it. 

Senator Samira. | think the word “contribute” is not quite accurate 
there; without this defense support they would not be able to do the 
military aid. It is indispensable to it. 

Mr. Woop. It is military expenditure. 

Senator Smrru. It is an essential part of the military program, as | 
inderstand your presentation, 

Mr. Woop. The form is not so important. The purpose is 

Senator Green. I do not think it is important, and it amounts to 
the same thing in the end as far as expenditures go, and what it is 
used for goes, but the effeet on the American public is very different. 


96968—52——26 
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Mr. Woop. I honestly believe that it can truthfully be said, Senator 
Green, that except in the case of Austria everything that is requested 
in defense support—you can test it out—is necessary for importation 
into these countries and for financing by us in order to make it possible 
for these countries to come up to the level of the defense effort that 
is required of them. And General Olmsted has pointed out so well, 
it seems to me, the great contribution made to actual armed forces by 
the defense expenditures of Great Britain, France, and Italy. Those 
defense expenditures would not be possible and would be reduced by 
many times the amount of this defense support if it were not provided 
For that reason I feel clear in my own mind honestly, Senator, that 
that is so. 

Senator Green. You might say that any money that vou gave them 
would have that effect. 

Mr. Woop. Provided it were made available for the essential imports 
which they would have to have and which they would have to pay 
for by reducing their defense efforts, if they did not have the money 

Senator GREEN. It all depends upon how you define terms, and | 
would like to see the boundary drawn a little bit differently than 
where you have drawn it, and I do not say that there is any boundary 
at all, but these contributions are all contributions that we might 
make, they are all of the contributions that would contribute in that 
general area toward the economic security of the country. 

Mr. Woop. To the ability of the country to build its defense; 
that is the point, it seems to me. 

Senator GREEN. That is one of the elements. 


HEARINGS PROCEDURE 


Senator Smirn. Do I understand, Mr. Wood, that the highly in 
telligent triumvirate we have been favored with for the last few davs 
have only titles I and II, and that someone else gives us title II, or will 
you appear on title 111? 

Mr. Woop. We will appear on title IIT. I understood trom th 
chairman that the committee is hearing some witnesses from the gen 
eral public tomorrow. 

Senator Smira. | think it is an open hearing. 

Dr. Witcox. We have scheduled tomorrow some 16 witnesses of th 
nongovernmental character, and that should take all day, beginning 
at 9 o’clock, in open hearing in the caucus room, and Monday we hav: 
scheduled General Bradley. 

Senator GREEN. That is 10 o’clock. 

Senator Smirx. Might I ask Dr. Wilcox when we may expect this 
group to give us title IIT and title IV? 

Dr. Witcox. They would be back Tuesday, if the committee desires 
to have them. 

Senator SmirH. Mr. Chairman, I am wondering if we are going to 
recess at this time. 

Senator GREEN. We will adjourn the meeting, and there will be 
meeting tomorrow morning at 10 o’clock in the caucus room, and 
Monday there will be another meeting to hear General Bradley and 
General Arnold, who will be here, and Tuesday is in doubt yet. 

Senator Smiru. [ thank you. 

(Thereupon at 5 p. m., a recess was taken until Friday, March 2s 
1952, at 10 a. m.) 
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FRIDAY, MARCH 28, 1952 


Unirep Srates SENATE, 
CoMMITTEE ON FOREIGN RELATIONS, 
Washington, iF. 
The committee met, pursuant to adjournment of the last previous 
public hearing on March 18, in room 318, Senate Office Building, 
Senator Tom Connally, chairman of the committee, presiding 
Present: Senators Connally (chairman), George, Green, Fulbright 
Gillette, Wiley, Smith of New Jersey, and Hickenlooper. 
The CuarrmMan. Let the committee come to order. 
Senator Flanders is the first witness. We are very glad to have 
vou, Senator Flanders. 


STATEMENT OF HON. RALPH E. FLANDERS, A UNITED STATES 
SENATOR FROM THE STATE OF VERMONT 


Senator FLranpers. Thank you. I am glad to have this privilege. 


Mr. Chairman, I am emboldened to appear before you on the sub- 
ject of economic assistance for India and Pakistan as a result of 
rereading a colloquy which took place between us on April 13, 1950, 
now nearly 2 vears ago. 

The CHarrMAN. You said a colloquy; with whom? 

Senator FLANpERs. A colloquy. 

The CuatrMan. With whom was it? 

Senator FLANDERS. Between you and me. 

The CuarrMan. All right, that is very satisfactory. 

Senator FLANDERS. I was describing at the time suggestions that 

had made to the then Secretary of State Marshall in 1947 within 
| fortnight of the time in which he announced the Marshall plan 
in his Harvard University address. In brief, my sugecestion was 
that we apply to China the same sort of treatment which afterward 
worked with such successful results in Greece. This was a combina- 
tion of economic and military aid with money not granted outright 
and without strings, but expended under our advice and general 
upervision. 

There was involved also the giving up for the time being of the 
territory north of the Yangtze Valley and concentrating our support 
n the south of China so that with the revived military and economic 
strength the recovery of northern China from the Communists might 
be contemplated at a later time. 

The distinguished Senator from Texas asked of the junior Senator 
from Vermont, ‘‘Where is his resolution, where is his bill, where is 
his speech, advocating different action?” My reply was, ‘The 
Senator from Vermont wrote a letter to Secretary Marshall and 
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received a reply. He was at that time (that is me, not Secretary 
Marshall) a young and somewhat diffident Senator, overawed by the 
State Department and its policies and its officials, and he regretfully 
allowed his suggestions to repose in his files, and did not press them. 
| would not do that now.” That is the end of the quote. The senior 
Senator from Texas then went on, ‘I think the Senator has done the 
world a great injury and a great disservice in tying up these valuable 
ideas of his in his desk.” My reply was to agree fully with the 
Senator from Texas 


DANGERS IN INDIA. AND PAKISTAN 


Now, Mr. Chairman, in view of this colloquy I am sure you would 
feel it is my duty to appear before this committee if a similar situation 
arises to that which developed in China in 1947. 1 believe I do see 
that situation developing. Fortunately it is a somewhat less difficult 
one than we faced in China and fortunately we can act at an earlier 
period in the developing situation; but I would not feel right in not 
bringing it to the attention of the committee at this time. 

1 am not alone in thinking that the present conditions in India 
are such that, if neglected, that great country. India, will slowly 
drift into Communist control. It is true that the government is not 
Communist and that it has in general supported us with its votes in 
the United Nations. In the recent Assembly, for instance, India 
voted as the United States did on 38 occasions and differed from the 
American stand only twice. It seems to me that this is a remarkably 
eood record. We cannot ask any free nation to support us 100 percent. 
This high measure of support was given freely and not under duress 

The present danger in that part of the world occupied by India and 
Pakistan does not come from the existing governments. I) comes 
from the infiltration of Communist ideas in two groups of the popula- 
tion. ‘This infiltration is taking place in the colleges and other insti 
tutions of learning. Until lately we have been grossly negligent in 
supplying material explaining the purposes and conditions of the 
Western World to these Indian students. 1 referred to this matte 
some years ago on the Senate floor. Fortunately, conditions have 
somewhat improved, but the young intelligentsia are still attached 
far too strongly toward Communist propaganda 

But the real danger here, as it was in China, lies in the villages 
throughout the countryside. It will be remembered that administra- 
tion observers and advisers for a long time referred to the Chinese 
Communist movements as a movement for agrarian reform. The 
villages were the weak spot in China. They are the weak spot in 
India today and the recent elections showed that the growth ol 
communism in the villages is disturbing. 

We missed the opportunity to save China by means which we later 
found successful in Greece. We must not miss the opportunity to 
save India ay freedom and human well-being. We must not again 
wait until it is too late. We must not find ourselves having jong 
congressioni al investigations in the House and Senate to find out who 
is to blame for India’s going Communist. It is far better to decid 
now that we will do what is necessary to keep t from going Communist 
and then all these investigations will be unnecessary. It is better that 
the patient should live on in health, than that we should hold an 
inquest over its contaminated remains. 
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WHAT SHOULD AND CAN BE DONE IN INDIA 


What can and should be done for India? There are many things 
that can be done, some of which are quite inexpensive. One of them 
relates to the furnishing of true information to the students as I 
suggested earlier. In other words, a true view of Western World and 
a true view of life under communism must be presented to the young 
people. This we can do. 

But after all, the danger spot is the villages. It is a danger spot 
because Indian agric sulture is crude: the food supply is very short of 
what could be raised; malnutrition is nearly universal; actual starva- 
tion comes from time to time and kills off its millons. Here is where 
communism is digging in. Here is where it will threaten the freedom 
and the well-being of the Indians themselves. This will loose to the 
Western World an enormous area of useful trade, and intellectual 
and spiritual communication between peoples. 

It is going to be necessary for the next 2 or 3 vears to provide a 
supply of food and cotton. In the New York Times Magazine of 
March 23 our Ambassador, Chester Bowles, estimates that the cost 
would be about $125 millions per vear. We should supply it while 
we are building up Indian agricultural production and the annual cost 
would decrease. We would not supply this to earn gratitude. We 
would not expect gratitude as the desirable result from our action. 
What we would hope for is that the conditions under which com- 
munism grows, flourishes, and takes over would be removed 

But this is only a palliative. The real remedy must be more 
fundamental. The major part of the appropriations must go to 
something corresponding to the county-agent svstem in the United 
States. Such a program of agricultural and village improvement is 
sponsored already by the Indian Government. The purpose is to 
improve living conditions through combined attack on problems of 
production, health, and illiteracy. American farm experts are already 
taking an important part. We need to expand that program very 
greatly. 

In particular we should assist in building up the agricultural 
colleges in the various States of India so as to train native leaders to 
carry on the spreading of information about improved methods 
These colleges will provide a steady flow of trained personnel to man 
the extension service now being established. 


EFFECT OF SUCH A PROGRAM FOR INDIA 


Think what this means to the long-time future of India. Let me 
say that throughout I am referring to the Indian peninsula, which 
includes Pakistan. First of all, efficient production of food will help 
to expand India’s food supply. This should prevent famine, reduce 
hunger, and lessen disease. With the improved practices and _ in- 
expensive improvement in equipment, the workers released in the 
farms can be used in city factories to increase the production of 
manufactured coods. All this will tend to raise living standards 
throughout India. 

Two questions arise in connection with such a program. First it 
would seem to be very slow, but we must remember how quickly 
Japan and how quickly Russia shifted from a condition of primitive 
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agriculture to high production. The people of India would be moved 
even more rapidly than these other countries toward higher standards 
of living since the pressure for rearmament would not absorb such a 
tremendous part of their effort and organization. 

The second point that would be raised would be in connection with 
India’s population problem. Suppose they do raise more food 
Suppose they do make more consumer goods. Suppose the standard of 
living is raised. Will the population grow quickly to absorb the new 
food and the new consumer goods so that their condition is as bad 
as it was at the beginning? 

In answer to this we can say that there would be at least an interim 
during which the spread of communism would not have such deep 
human misery to sustain it. We can further say that there is new 
evidence to indicate that misery is perhaps an even greater breeder ot 
population than are improved conditions of food’ and shelter. 

In his magazine article Ambassador Bowles suggested that the 
appropriation for India be $250 million. I hold no brief for Mr 
Bowles as head of the OPA, though I do not see how anyone could 
have done better than he did in that position. 1 know nothing about 
his administration as governor of Connecticut. I do not base my 
support of his proposals on any previous experience with his ability or 
judgment. I simply say that they seem to me to make good sense. 

I believe we have to cut $8 or $10 billions off our combined military 
and foreign-aid program. I shall support cuts of that magnitude 
But I do believe that in this particular situation and in this particular 
area we shall be laving up for ourselves responsibilities of uncounted 
billions if we do not nip the Communist conquest in the embryo. It 
India goes, Asia goes. If Asia goes, it will be far more difficult and 
probably impossible to hold the rest of the world for freedom and 
human well-being. 

I therefore urge, Mr. Chairman, that further study be given by 
this committee to this critical problem. 

The CHatrmMan. We thank you very much, Senator Flanders. 

Are there any questions by members of the committee? 

Thank vou very much. 


WHERE CUTS ARE POSSIBLE IN FOREIGN-AID PROGRAM 


Senator Futsricur. I would like to ask one question. I wonde: 
if vou would be a little more specific about where those cuts shoul 
be made, 

Senator FLanprrs. About what? 

Senator Futsrianr. Would you be a little more specific. That 
the difficulty when we get down to exactly where they are to be mad 

Senator FLanprERs. When we are discussing things that are no 
entirely inside the Foreign Relations Committee I can speak wit! 
utmost freedom. I think a large part of the cuts must come fron 
our defense expenditures. I think that the size and kind is based or: 
the idea that we must depend almost entirely on military strength i 
facing the Soviet menace, and I think that is a very ill-founde: 
proposition. 

Senator Futsrieur. I don’t know that I follow vour suggestio: 
that it is beyond the jurisdiction of this committee. We are asked t: 
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authorize specific amounts in this bill; $7.9 billion, for example, i in the 

foreign-aid program. Where would you cut that authorization? 

Senator FLANDERS. So far as cutting, how much should be cut off 
the military aspects of this particular MSA I should want, before | 
made any suggestions or criticism as to the military side of it, to wail 
instil we bad considered that in the Military Affairs Committee. | 
do not want to prejudge it. 

Senator Fuctsricat. That is all, Senator. 

The CHarrmMan. Are there any other questions? 

Thank you, Senator. 

Dr. Robert T. Henry. 

[ want to advise all the witnesses because of the large number of 
itnesses on this side and the shortage of time, we have been forced to 
mit the oral statements of witnesses to 10 minutes but they may file 
for our committee their additional views in a statement which will be 
received by the committee. 


All right 


} 


STATEMENT OF DR. ROBERT T. HENRY, EXECUTIVE SECRETARY 
OF THE NATIONAL COUNCIL OF CHURCHES OF CHRIST IN THE 
UNITED STATES OF AMERICA 


Dr Hy NRY. Thank you, sir 

lam Robert T. Henry, the executive secretary of 
uncil of Churches of Christ in the United States of 
ire happy to appear here this morning to speak in 

ropriations for programs of technical assistance 


The Cuairman. Are you speaking only on that partic 
Dr. Henry. Yes, sir: we are addressing ou haere 
the appropriations, 

The CHarrMan. Very well. 


IMPORTANCE OF THI rTECHNICAL-ASSISTANCI 


Dr. Henry. The National Couneil of the Churches of Christ in the 
S. A. believes that a continuing program of technical assistance can 
effective strategy for peace, security, and freedom throughout 
world. We believe this program should stand in the forefront of 
erican foreign policy. We believe it would be a tragic blow to 
ited States le saa ‘rship and to the hopes of the pe ‘oples in the under- 
eloped areas if the Congress were to withhold the app ropriations 
ential to the continuation of a program of technical assistance 
it is the conviction of the National Council of Churches that well- 
ceived, well-administered programs of technical assistance are 
ntial to the peace and prosperity of a world. Two-thirds of 
world’s population is in want. To deal effectively with the con 
ns of want calls for resourcefulness and a demonstration that the 
te and Government of the United States are seriously undertaking 
(nership with the peoples in underdeveloped areas to solve their 
lems. The church people in America were favorably disposed to 
point 4 program as originally proposed. The idealism expressed 
President’s statement met a warm response 

\s Christian American citizens we appear to express our concern for 
ntinuing program of technical assistance We urge continuation 
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of appropriations to technical-assistance programs. It is our con 
viction that effective technical assistance is a long-range undertaking 
The time required to develop our own American rural areas indicates 
that improvement is a slow, tedious process. Patience for this long 
pull in our effort to improve underdeveloped areas will be needed. 
The peoples in those areas require time to be conditioned to improve 
ment and also time in which to assimilate and make their own thy 
new techniques. It is our conviction that the peoples in under 
developed areas will find assurance to sustain their hopes when they 
know that America is determined on a long-range program of coopera- 
tion. 

We believe that the ambassadors of technical assistance can bi 
ambassadors of good will and interpret the best America has to offe: 
Many of the countries in want desire people to work with them to 
develop their own resources. Programs of training involve funds fo: 
trainees brought to this country as well as the developme nt of training 
at many levels in the receiving country. Carefully developed work 
and-learn centers in the cooperating countries will produce the leade: 
ship essential to effective use of the trainee from this country. When 
such leadership is provided it demonstrates that the science of im- 
provement is being taken to the people at the village level in terms 
they can understand. We believe that the success of the point 4 
program depends more on the selection of the finest type of Americans 
than on any other factor including funds. 

We believe in the constructive role our country has to play in the 
United Nations. Through its activities in this field the United Na- 
tions is becoming associated, in the minds of needy people around thi 
earth, with freedom, justice, and social improvement. We hav 
supported the United Nations’ program of technical assistance and the 
point 4 program of our Government. We recognize that in thi 
present emergency certain of the technical-assistance projects now 
financed by our Government serve both humanitarian interests and 
the cause of national defense. In order that assistance programs ma\ 
serve the humanitarian purposes for which they are primarily designed 
we think it desirable that whenever and wherever possible, such pro- 
grams should be carried forward under the auspices of the United 
Nations. 

The Government, having put its hand to the plow, should not turn 
back from the concrete expression of good will to peoples in need. — As 
Christians we believe that the strong should help bear the burdens 
of the weak. This is not only good religion but sound foreign policy 
The needs to which point 4 addresses itself are great. It is a bold 
effort to do something een about world unrest. We belie, 
this program of technical assistance is a major deterrent to the sprea 
of dictatorship and will lessen the threat to our own security. Suc 
effort is in line with the best in the great American tradition. 

The CHarrMan. Do you have additional views? 

Dr. Henry. No, sir; that is it. 

The CHarrman. All right, thank you. 

Dr. Joun CoLeMAN BENNETT. 
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STATEMENT OF DR. JOHN COLEMAN BENNETT, CHAIRMAN OF 
THE COMMITTEE ON INTERNATIONAL RELATIONS, COUNCIL 
FOR SOCIAL ACTION 


Dr. Bennerr. Mr. Chairman, I am appe aring before your com- 
mittee tod: av to testity on behali of the council for social action of the 
Congregational Christian Churches with respect to the program for 
mutual security. My position with the council for social action is 
chairman of the committee on international relations. The council 
is composed of a board of 18 persons elected by the general council of 
the Congregational Christian Churches, which is the representative 
body of our 6,000 churches and 1,100,000 me papers. The council for 
social action has been given the responsibility by the general council 
of helping the individual churches make the Christian gospel more 
effective in society in the areas o7 international relations, race relations 
and economic affairs. I should like to make clear that according to 
our form of church government each individual church and each 
national board speaks only for itself. In my capacity as a witness 
today I am, therefore, speaking only for the council for social action. 
This eaeae il is set up to speak to the churches rather than for the 
churches but there are occasions when we do speak for ourselves, 
outside, to the community. 


SUPPORT FOR TECHNICAL AND ECONOMIC ASSISTANCE 


The council for social action, which I re present, has long supporte “(l 
programs oi technical assistance to underdeveloped areas and various 
other forms of nonmilitary aid to nations that are now tempted by 
communism. The council has consistently recognized the need of 
military preparations to offset the military power of the Soviet Union 
and its satellites but it believes that successful resistance to com- 
munism requires a careful balancing of military and nonmilitary 
measures. 

Kor this reason I am se: by the council to urge vour committee 
to give full weight to the claims of the nonmilitary forms of aid, and 
that response depends on a considerable measure to the degree of 
misery in the country. 

| was chosen to come before your committee because a. 
was sent by the International Missionary Council to various countries 

Asia. including India and Pakistan, to bold conferences with 
Protestant leaders coneerning the problems created by the advance of 
communism. I had an,opportunity to see at first hand some of the 
conditions in those countries that make for communism and to sense 
the attitudes of many of the people. J returned with the strong 
convietion that if communism should move into India and several 
other countries it would be primarily because of the desperate prob 
lems of poverty and hunger in those countries and not primarily 

cause of external military threats. The military threat is always 
in the background and there may develop moments of crisis when 1 
would be decisive but whether or not such moments of crisis come will 
depend upon the extent to which the country involved has been 
softened up internally by a Communist movement which has found 
wide response to its propaganda. 
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The surest way to prevent the spread of communism in India and 
in some other countries is to help kindle the hope that a constructive, 
democratic alternative to communism can be found. I say “some 
other countries’’ because I think there are some countries like Thailand 
which can be overwhelmed by sheer military power but India and 
Pakistan would probably be examples of this. That hope needs to 
be backed in the near future by tangible gains in terms of the peoples’ 
welfare. If that hope should cease to exist, Communist propaganda 
would be likely to destroy the will to resist Communist power. People 
resist communism successfully only when they have hope in a possible 
alternative. 


ECONOMY OPPOSED ON TECHNICAL ASSISTANCE 


The Council for Social Action fears that the desire for economy, 
which is laudable in itself, mav lead to the attempt to cut the pro- 
posed appropriations for nonmilitary aid because among our peopl 
there is a widespread tendency to think of the present world conflict 
almost exclusively in military terms. We believe that any such view 
of the conflict is dangerously false. It is likely to prevent us from 
doing the constructive things that can be done to undercut the appea! 
of communism. ‘This would have the effect, this failure to undercut 
the appeal of communism by constructive measures, of making general 
war more likely with al] of its destructiveness and moral horro: 

And if we have economy in mind this would be likely to make neces 
sary far greater military expenditures in the future. If by thi 
expenditure for nonmilitary aid it is possible to neutralize in a si; 
nificant measure the real power of communism, then to refuse that 
expenditure would be very poor economy. At best, all the military 
power in the world can only deter overt Communist aggression. It 
can do nothing to solve the problems of a Nation that make it ripe fo: 
communism as a false panacea or to remove the hopelessness that 
undercuts its resistance to communism as a military threat. Military 
power can do litt!'e more than help us to gain time for Soe 
ee If we fail to use that time for constructive action it is like! 
that the Communists will win more countries through propaganda 
and conspirae vy and in doing so add greatly to their military potential 
We will lose this struggle in the end if we trust to military power alon 

[ want to emphasize the conviction that while there may be cout 
tries that can be saved from communism by our having sufficien 
military power to act as a deterrent to military aggression, India 
not one of those an and India is the country whose fate wi! 
determine the course of history in Asia more. than that of any oth 
country that is now hie: If this conviction is sound, the overwhelm 
ing importance of this appropriation for India should be clear. 

l am speaking in behalf of a church council. As churchmen t} 
members of this council feel bound to urge the claims of nonmilita: 
wid, first of all, because it is in itself constructive. It meets th 
needs of people. We believe that this Christian concern for the we 
fare of people in other countries coincides with the requirements ¢ 
our well-being and security as a nation. We seek American securi 
and a world delivered from the threat of totalitarian aggression. W 
believe that a policy based upon military preparations alone wi! 
neither give us security as a nation nor help the people of the wor 
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to find their way to peace and freedom. The cost of aoamilitary aid 
is small in comparison with the cost of military preparations. We 
believe that it is both grievously mistaken policy and very poor 
economy to reduce the appropriations for nonmilitary aid at this 
time. We hope that this committee will come to agree with these 
judgments. 

l am very grateful to you, Mr. Chairman, for this privilege to 
appear before you. 

The CHaiRMAN. Thank you very much, sir. Are there any ques- 
tions? All right, Dr. Paul Robinson. 


STATEMENT OF DR. PAUL M. ROBINSON, PASTOR OF THE 
CHURCH OF THE BRETHREN, HAGERSTOWN; ACCOMPANIED 
BY DONOVAN R. BEACHLEY 


Dr. Roprnson. Mr. Chairman, gentlemen, | am Paul M. Robinson, 
from Hagerstown, Md., the minister of the Church of the Brethren. 
Mr. Donovan R. Beachley here is the president of the Beachley Fur- 
niture Co., of Hagerstown, Md. 

The CHarRMAN. You are a member of what church? 

Dr. Rosprnson. The Church of the Brethren of Hagerstown. We 
are speaking for the Brethren Service Commission, which is the social 
welfare agency of the Church of the Brethren but more particularly 
as two citizens. 

The CuarrMan. What particular denomination is the Church of 
the Brethren? 

Dr. Roprnson. It is one of the denominations which is a member 
f the National Council of Churches, whose testimony vou heard a 
few minutes ago. 

The CuarrMan. Is it a Quaker church? 

Dr. Roprnson. It used to be called the Dunker Church. Perhaps 
vou have heard it mentioned? 

The CuarrMan. It is not Quaker? 

Dr. Ropinson. No, sir; it is not Quaker. It has no connection 
with Quakers at all. 

We are speaking a& two citizens, touched by a particular part of 
this bill, namely, the Middle East. It is to this one portion we want 
o address ourselves. We are very much impressed by certain things 
ve discovered there ourselves. 

The Cuarrman. All right. 


ATTITUDE OF ARAB MIDDLE EAST TOWARD THE UNITED STATES 


Dr. Rontnson. Last summer it was our privilege to spend several 
eks in the Middle East. We were traveling not just as tourists 
ut as represe itatives of the Brethren Service Commission, the social 
elfare ageneyv of the Church of the Brethren, and we were interested 
studying social and economic conditions. 

\s lavmen in the political picture we knew very little about the 
roblems of the Middle East. We knew, of course, that the Arab- 
wish conflict had been settled with the partitioning of Palestine 
d we believed that relations were reasonably peaceful and 
armonious. 
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However, we were shocked to discover that throughout the Arab 
world, with the exception of Turkey, there is a growing distrust of 
American foreign policy and an actual hatred of Americans. Since 
we knew that not many years ago the Arabs considered America their 
ereatest friend we made every effort to discover the reason for this 
radical change of attitude. 

Because we have been associated with the YMCA we had many con- 
tacts in Lebanon, Jordan, and Israel, primarily, where we were per- 
mitted to talk with the natives as well as American personnel. We 
went into the refugee camps, where, incidentally, it is impossible for 
anv American to go; | know an American who was hit by sticks and 
stones at a particular camp, where Arabs who were displaced from 
their homes in the recent fighting are now quartered in deplorable 
conditions. Traveling with YMCA officials who had proved them- 
selves friendly to these Arab refugees, we were permitted to enter 
without any violence to our persons although we knew of other 
instances when Americans were threatened with stoning when they 
attempted to enter these camps. After gaining the confidence of the 
people they talked quite frankly about their attitude toward America 
and the west. 

The events which led to the partitioning of Palestine are too well 
known to this committee to repeat here. However, the truth of the 
matter is that the American people know very little about the basic 
reasons for the Jewish-Arab war and until recently at least have 
shown very little concern about the plight of the Arab refugees. The 
American Zionist movement has publicized well the case for the new 
State of Israel and has succeeded in securing huge sums of money for 
the development of that country. The Arabs, on the other hand, 
having few of their race in this country and no political influence, 
have had no opportunity to let their story be known to the American 
people. 

PROBLEMS OF THE ARAB REFUGEES 


It is a well-known fact that the people in the Arab world, particu- 
larly the refugees, have nursed a growing resentment against the 
United States and other western powers because they feel that we have 
cast our influence with the side of Israel and supported a political pro- 
gram which has taken from them their homes. They have not been 
blind to the obvious favor in which Israel is held in our foreign policy 
While we were in the old city of Jerusalem four Congressmen visited 
the city, remaining on the Jordan side for about 4 hours and spending 
several days in Israel. Another high Government official paid a 
token visit to Jordan of less than half a day and also spent approxi- 
mately a week visiting Israel where he was entertained royally by the 
officials of that country. This, we discovered, is a very common 
pattern. In the eves of the Arabs this is clear evidence that we are 
not really concerned about them or their welfare but have only an 
interest in Israel. 

Whatever injustices may have been done in the past in this part of 
the world, the very serious aspect of the whole problem today is the 
erowth of communism among these Arab people. In talking with 
the refugees in the D. P. camps we soon discovered amazing evidences 
of Communist propaganda. This was particularly true in Lebanon 
and in Jordan. Many of the voung university men with whom wi 
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talked were open Communists and expressed outwardly their hatred 
for the United States. They discussed with us at every opportunity 
their frank opposition to the United States and stated that they would 
kill Americans as quickly as Jews. It is perfectly obvious that since 
there is already a natural hatred for the west among these disinherited 
people, communism is quick to take advantage of the possibility of 
gaining new allies in their world revolution. 

This growth of communism is a serious threat not only to the peace 
of the Middle East but to the security of the United States and the 
peace of the world. T cannot emphasize that too strongly 

Because these Arab refugees are totally dissatisfied with the present 
situation, the return of violence is almost inevitable. It is quite 
possible that this may come within a year. Such violence is a part 
of the long-range plan of communism for the conquest of that part 
of the world. While the Communist states themselves would not 
openly participate in such warfare, be it either organized or guerrilla 
fighting, they are certainly going to supply the weapons of war against 
the allies of the Western Powers. If such a conflict should result in 
prolonged violence it is almost inevitable that the United Nations 
would be forced to enter into the war as we have in Korea and we 
would have another situation almost exactly parallel to the conflict 
in the Far East. And here is the real reason for our concern because 
it is perfectly obvious to us after having been down there last summer 
that the next trouble spot is the Near East and the next job of the 
Communists, as far as this area is concerned, is to stir up trouble 
among these people. 


PROPOSED ACTION FOR THE UNITED STATES IN THE MIDDLE EAST 


There are several things which can be done and which we feel 
United States and the United Nations must do if any measure of peace 
is " be preserved in the Middle East. 

The United States must have a foreign policy which is non- 
castles in the Middle East. The rights of displaced Arabs must be 
safeguarded as we have always tried to safeguard the rights of dis- 
placed persons in other parts of the world. 

2. Specifically, America must give her support to a satisfactory 
relocation of Arab peoples who have been displaced from their homes 
because of the partitioning of Palestine, and some of the funds which 
are provided in this bill can be used for this purpose, which would 
go much further to prevent a war than giving the same money to 
armies that are going to attempt to stop communism on the military 
front. It is true elsewhere as in the Near East that the real battle 
is psychological as well as military in the Communist element. This 
will mean monetary aid in helping to develop and reclaim Arab lands 
that are suitable for resettlement and the lending of technical assist- 
ance in helping these people become self-supporting once again. Now, 
it is true that some of the states won't accept United States help, 
particularly Syria, but Lebanon and Jordan, for example, would ac- 
cept help if we would help these people. 

3. A strong program of education in the ideals of freedom as 
exemplified in our American way of life must be instituted among the 
Arab peoples to offset the growing menace of communism. We dis- 
covered an utter lack of suitable propaganda for the west. The 
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Communists here, as elsewhere, are masters in the art of psychological 
warfare while our own Government is far behind in making available 
propaganda materials to be used by the YMCA and other democratic 
institutions in giving these people the truth about America. 

When we asked why they had no pamphlets on hand at all to give 
these people who were obviously being fed the Communist propa- 

ganda they said, “We have none bee ‘use there is no money.” In my 
opinion, gentlemen, if we spend some oi this money that is bei ‘ing spent 
on military deiense in this part of the world in psychological warfare it 
will go much further in accomplishing our purpose than spending it for 
simply military purposes 

lt is our firm conviction that the most serious trouble spot in the 
—_ { today is in the Middle East. While it is doubtful if minor out- 
breaks of violence can be averted, we do believe that it is possible by 
prompt intelligent action on the part of our Government and _ the 
er Nations to prevent a full-scale war. It is the responsibility of 
the Congress, the State Department, and every American citizen to be 
aware of these dynamic forces at work in this part of the world and to 
lend every possible support to the reest: ablishment of friendly relations 
with the Arab peoples ‘and the preservation oi peace. 

Thank vou, ge ntlemen. 


RELATIVE IMPORTANCE OF MILITARY AND TECHNICAL ASSISTANCE 


The Cuarrman. You are for the measures of building up our own 
defense, aren’t you? 

Dr. Rorinson. I think that is probably necessary in this kind o| 
world but we have given so much emphasis to the military defense we 


have forgotten there is another kind of defense which would be more 
successiul in our fight against communism. 

The CuarrmMan. That is in the bill. 

Dr. Roninson. Yes; if the money is appropriated for this sort of 
ay but in the past we have discovered some money was appropriated 
by the Congress which was not used for psychological propaganda. 

The Cuatrman. Do you believe we should build up our defenses? 

Dr. Rosrtnson. Not to the extent 

The CuarrMan. I didn’t ask you that. I asked vou if you believe 
we should build up our defenses in order to resist Communist aggres 
sion if it is leveled at us. 

Dr. Rosrnson. I suppose it is necessary to have some military 
resistance against Communists but the real problem to our knowledge 
is that communism cannot be ultimately resisted by militarism. 

The CHarrMan. You would cut out the military aid and depend on 
point 4? 

Dr. Rorinson. Eventually we should do that but I don’t suppose 
in this kind of world it is possible. 1 think in the end we could cut 
it out and be free from communism. 

The CHarrMan. If we do cut it out and do nothing we would have 
communism in the world. You are talking about this kind of world 
That is the only kind of world we are living in. 

Dr. Rorinson. That is right. 

The CHatrMan. We have to take that into consideration. 

Dr. Rorinson. Yes, sir. Our concern is building a better one. 

The CHarrman. Who is this gentleman? 
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Dr. Roninson. This is Mr. Beachley. 

The CuarrmMan. What does he want? 

Dr. Ropsinson. He is the Hagerstown industrialist who came 
with me. 

Mr. Breacuiey. I would like to say 

The CHairMan. I am sorry but the time has expired. I will let 
the gentleman ask one question. 


IMPORTANCE OF AID TO ARAB REFUGEES 


Mr. Bracuiry. IT am certain if you could go down in those 
camps and sit down as an individual, not as a Government officia 
anvthing else, vou can see how another Korea is being est: Wha 

cht there right now, and we are doing very little about it in that 

the world, and when the Russians give the ammunition and the arms 

» those 880,000 refugee Arabs and all the rest of them who are starting 

» move, then we have to rush in and spend all those billions. They 
feel that we don’t give a darn. As he said, the representatives came 

r there and they spent a couple of hours then they go over to Israel 

il spent a lot of time. 

In comes one of our secretaries and spends 2 hours there and he goes 
over on the other side. Those are the things that stir up these peopl 

The Cuatrman. How long were you over there? 

Mr. Beacutty. Three weeks. 

The CHarrMan. So you have it all solved? 

Mr. Beacuiey. No, sir, 1 didn’t know anything about 

nt out there but I learned all those things that really ec 
\merican citizens. 

The CnatrmMan. That is all we want of a wild statement. 

Dr. Roprnson. Thank vou, sir. 

The CHairnman. Mr. Clark M. Eichelberger. Come around, 

chelberger. 


STATEMENT OF CLARK M. EICHELBERGER, DIRECTOR, AMERICAN 
ASSOCIATION FOR THE UNITED NATIONS 


Mr. Ercueipercer. May I say what I presume everyone feels, even 
though none of the speakers have emphasized it when they appeared 
before you, that we are aware of the very heavy burden which the 
Senate Foreign Relations Committee bears? It is a burden that 
evolves upon vou because ours is a very powerful country and such 
strength gives it proportionate responsibilities. : 

| wish to speak in behalf of some of the features of the mutual secu- 
rity bill which is now before you. I refrain from any detailed comment 
on its military features. You have had the testimony of General 
Grue nther and other such authorities. I assume that whatever they 

el necessary will be appropriated. 

. want to appear particularly in support of the economic features of 

e bill, with special emphasis on the technical assistance and point 4. 


PLACE OF COLLECTIVE SECURITY IN UNITED STATES FOREIGN POLICY 


Many of us are giving our time to education on behalf of the United 
Nations because we feel that only through the development of a stable 
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world community can peace be maintained. We supported the At- 
lantic Pact because it was brought into clear relationship with the 
United Nations as a collective arrangement under article 51. What- 
ever stabilizes peace in one part of the world should contribute to th 
stability of the entire world. Anyone who has visited Europe fre- 
quently in the last few years can tell of the profound change in Western 
Europe from a feeling of hopelessness to a feeling of confidence in a 
capacity to resist any aggression that might come from the east. | 
pay tribute to General Marshall, Mr. Hoffman, Mr. Harriman, and 
General Eisenhower, who have given moral leadership for this great 
effort in the Atlantic community. 

In dealing with so many phases of the problems of our relationship 
with the world I know that it is difficult to keep everything in context 
| hope that we will continue to remind ourselves that peace is indi 
visible, that we are committed to developing a world security system 
through the United Nations. NATO must never be put forward as 
a competitor of the United Nations but rather as supplemental to o1 
as part of the effort to develop peace throughout the world. In the 
development of a system of collective security in this interdependent 
world the humblest nation is not expendable. This was the position 
we took with other members of the United Nations in applying col- 
lective security in Korea. Indeed, in many ways the Korean incident 
might be regarded as a probing Operation on the part of the Soviet 
Union to see whether the NATO nations recognized their responsibili 
ties outside the NATO area. Confidence in NATO would not bi 
what it is if we had not acted when aggression occurred in Korea. 


NEED FOR ECONOMIC ASSISTANCE TO EUROPE 


One of the economic features of the Mutual Security Act is the 
program of economic support to the NATO powers.  [ understand 
that approximately $5,300,000,000 go for direct military aid and that 
approximately $1,800,000,000 for “defense support. It should be 
borne in mind that the defense-support program, as the President so 
clearly pointed out in his statement, may yield 


more than twice as much military strength in Europe as would the same funds 
spent for the direct transfer of military equipment from the United States. 

Last December in Paris I spent an evening with the best-informed 
Frenchman that 1 know, a man who has particularly good under- 
standing of the United States. He gave me a graphic picture of the 
dilemma confronting France. He pointed out that the average 
Frenchman has recently emerged from the humiliation of occupation 
and for several years after the war lived in dire poverty. At last his 
economic position had improved where he could expect some margin 
for housing and possibly some few luxuries that we would conside: 
necessities. Suddenly he learned that he must sacrifice some of thes: 
hopes for a program of rearmament, the thing he wished never to 
face again. And yet my friend says that the French, with th 
grumbling that can always be expected from democratic peoples 
when forced to ~ something unpleasant, will make the sacrifices 
required. 1 believe that the French and the other peoples of Western 
Europe are, in proportion to their resources, making greater sacrifices 
than we realize. We cannot afford in our own interest to allow the 
strain on their economy to become too great. 
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IMPORTANCE OF TECHNICAL ASSISTANCE 


But I want to make my main emphasis in support of the economic 
and technical assistance program of some $656 million. Since the 
lose of World War II one-fourth of the population of the world has 
won its political independence: India, Pakistan, Indonesia, Israel, 
Libya, and others. 

But of even greater revolutionary significance is the fact that 
iimost three-fourths of mankind are throwing off the tradition of 

ituries of submission to the most incredible economic and social 
nisery. A eee mass awakening is under way. Anyone who 

ended the last General Assembly of the United Nations knows 
that to many of the nations in attendance the revolution of the 
so-called colonial peoples against economic inferiority was as im- 
portant as discussions on disarmament or east-west tensions, 

It may well be that one of the greatest visions of our time is the 
point 4 or technical-assistance program as enunciated by President 
Truman. It is essentially a program of showing people how to help 
themselves. 

The amount of money earmarked for technical assistance in the 
\utual Security Act is very small. I wish it were much larger. It is 
amazing how a comparatively small amount of money for tools, 
medical supplies, and other equipment placed in the hands of the 
modern missionaries of economic and social progress secures very 
creat results. The major question is, can our Government, can other 
governments, can the United Nations, win the race? Can we aa velop 
programs fast enough to guide this economic revolution in a great 
part of the world. The Soviet Union has nothing to offer but faney 
promises but people whose misery has become intolerable think any 
choice is preferable. In the long run the practical help which this 
country and the United Nations have to offer will exceed hollow 

romises. But we must make the offer, not because it is part of a 
battle of propaganda but because it is the right thing to do. 

May I refer to India for a moment? India has an electorate of 
79 million people of whom 100 million have just voted in their first 
free election. This is the largest electorate that ever went to the 
polls in a free election. It is one of the greatest experiments in 
see I have heard Indian statesmen describe the race that is 

g on between the effort to stabilize their democracy and thei 
decom standard of living, primarily due to a shortage of food. 
Whatever we can invest to he Ip India with dignity and independence 
meet her problem of food and living standards generally might be the 
greatest contribution that we could make to democracy at this time. 

\ —_— of the economic-assistance funds are to go to the Middle 
Kast, particularly to help brave little Israel, that nation which was 
er ail by the United Nations, and to help resettle hundreds of 
thousands of Arab refugees. Such economic assistance is important 
» the stability, the democracy, and the peace in the Middle East. 


ADMINISTERING TECHNICAL ASSISTANCE THROUGH THE UNITED 
NATIONS 


\nd in conclusion may I say that it is the view of my associates 
as much as possible of our point 4 program be undertaken 
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through or in cooperation with the United Nations and its specialized 
agencies? 

Decided advantages are to be found in the multilateral rather than 
the bilateral approach to this problem. Under the former many 
nations may supply technicians, not just the United States. 

In the second place, under the multilateral program, in the long 
run many nations will contribute to the common effort. Small thoug!, 
the United Nations’ technical assistance fund is for this year, some 
56 nations have made at least token contributions to this amount 
which is a good precedent for the future. Under a multilateral pro- 
gram they can pay in their own currency. 

If much of the United States point 4 program is carried out throug) 
the United Nations, many nations share the responsibility. Ther: 
will be less charge of dollar imperialism and in the long run the burden 
will be less on this country. 

Our association recently was host to a conference of representatives 
of 85 national organizations in Chicago on the theme “United States 
Responsibility for World Leadership in 1952.’’ Courageous resolu- 
tions were adopted. Obviously, these resolutions were adopted by 
the delegates acting as individuals. Consequently, I am in no way 
pretending that I am representing the views of these organization: 
But I should like to quote the following passages which I believe 
represent a consensus of the conference: 


We urge the extension and speeding up of the technical-assistance program of 


the United Nations and the point 4 program of the United States, and to the 
greatest extent possible the maximum channeling of United States’ aid throug! 
the United Nations. Technical assistance must be understood to include aid i: 
the development of free, democratic economic institutions appropriate to th 
needs of the people of each area. 

And I further quote in conclusion: 

The strength of the free world requires a sound economic structure in order 
to provide the necessary adjunct to military strength. It also requires effectiv: 
action not directly related to military strength but essential to the development 
of free world resources and the achievement of an expanding world economy 
We must not relax our vigorous pursuit of the constructive task of raising the 
standard of living of the peoples of the world. We urge the Congress of th 
United States to recognize the essential validity of these objectives in considering 
legislation on economic aid as envisaged in the Mutual Security Program. 

The CHarrMan. Very well. Are there any questions? 

Thank you, Mr. Eichelberger. 

RK. B. Frost, Detroit, Mich., Board of Commerce. 


STATEMENT OF RICHARD B. FROST, MANAGER, WORLD TRADE 
DEPARTMENT, DETROIT BOARD OF COMMERCE 


Mr. Frost. Mr. Chairman, gentlemen, my name is Richard B 
Frost. I am manager of the world-trade department of the Detroit 
Board of Commerce and secretary for the Commerce Board of Detroit 
I have spent my life in the field of international trade and have spent 
my life traveling in the countries being considered in this legislation 

Because of the limitations of time I would like to request th 
permission of the committee to submit for the record a statement o! 
policy of the Detroit Board of Commerce on the Mutual Security 
Program. 

The CHarrMAN. All right. 

(The statement of policy referred to by the witness is as follows: 
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STATEMENT OF PoLicy, THE Mutua Security Procram, Marcu 27, 1952 


’ 


The Detroit Board of Commerce, hereinafter known as “‘we,”’ representing the 
many vast and diversifiea industries and businesses operating within the Detroit 


area and whose connections, trade, and investments extend throughout the entire 


world, has for many years becn concerned with the complicated postwar problems 
as manifested in the instability of world currencies, so-called dollar shortages, 
periodically recurring international economic crises, the Communist threat to 
world peace and security, and the efforts of this Nation in attempting to find a 
solution or solutions that will ena or at least alleviate these chronie problems. 

The Detroit area is the center of mass production and the world’s largest sup- 
plier of industrial products destined for world markets. Members of this organi- 
zation export each year over $1,250,000,000 in products to all world markets. 
This represents in most years over 10 percent of the entire United States exports. 
Detroit is likewise a major consumer of raw materiais and products produced 
throughout the world. Over 300 imported items are needed for the production of a 
single automobile. 

While the econcmy of the United States and, to some extent, the world, is 
dependent upon the strength and continued high employment of the mass-produc- 
tion industries, the economic well-being of these industries, the city of Detroit 
and the State of Michigan is dependent upon a high level of international trade 
and a ielatively free and competitive access to the world’s markets. Over 800 
Michigan firms are engaged in some form of world trade and hundreds of other 
Detroit and Michigan firms and industries, not actively engaged in exporting or 
importing, utilize raw materials from abroad or fabricate for firms exporting the 
finished product. It bas been estimated that one out of every seven employees 
in the Detroit area is employed as a direct result of world trade. Retailers and 
wholesalers likewise depend upon the continued high purchasing power of these 
workers. 

The administration has requested $10.5 billion for foreign aid this vear. If 
Congress accepts the administration’s requesc, Michigan will be expected to con- 
tribute $444,000,000 or $69.70 per person and $164 per taxpaver 

We of Detroit and Michigan fully appreciate the tremendous stake we have in 
world trade and affairs. Because of our interest and vast experience in world 
business we believe it proper that we outline our views on the Mutual Security 
Program in the hope that by so doing we may be able to contribute to the success 
of this Nation in finding the proper course of action in meeting the problems 
plaguing the world in this critical period of history. 


EUROPEAN ECONOMIC AID 


In spite of attempts by the administration to convince the people to the con- 
trary, the Marshall plan, or ECA*has merely been continued under a new name. 
Nor, under present planning, is there any sound reason to believe that the pro- 
gram may be successfully concluded in the foreseeable future. 

We cannot escape the fact that the European recovery program has failed to 
accomplish most of the objectives set forth when the Marshall pian was first 
conceived. The program had as its goal three major objectives: The relief of 
war ravished Europe; the industrial recovery of Europe to a level permitting a 
resumption of unfettered world trade; and the unification and economic integra- 
tion of Europe. 

When the program was first proposed the Detroit Board of Commerce readily 
endorsed the basic objectives but expressed our concern as to the type of organi- 
zation that would handle the program and the plans for achieving the objectives. 
At that time we stressed the following points: 

1. Concern as to whether or not we were taking on a permanent international 
relief burden or could we really bring about improvement in productivity and a 
resultant higher standard of living. 

2. Although early statements had stressed the dua) objectives of relief and 
industrial rehabilitation, we were afraid that relief would be pushed at the 
expense of betterment in industrial methods. 


Let us quote one section from paragraph 3 of our original brief —‘‘Only by the 
improvement in standards of living can the lasting benefits be obtained. To 


obtain a higher living standard, European manufactuerrs, farmers, miners, ete 
inust learn how to produce more per man-day.” 

3. We expressed concern as to whether or not the relief organization would be 
dominated too much by the State Department and at the expense of permanent 
aid to industry, 


"? 
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4. We were also concerned as to the use of the funds derived from tbe sale of 
our merchandise abroad which are now called counterpart funds. 

We felt that recovery alone would never be sufficient to accomplish thi 
desired end, and we favored the use of American management and technical 
skill or know-how by European firms on an industry-to-industry basis. 

We felt that American industries should be encouraged to invest their 
funds abroad rather than limited, as seemed the intent at that time. 

We favored the greatest possible use of experienced American businessmen 
both at home and abroad in obtaining the desired ends and stressed the point 
that insofar as industrial help was concerned, the proposed organization should be 
largely a clearing house in order to pass upon carefully prepared reports and 
suggestions by American businessmen for aid to foreign industry. These reports 
and suggestions should be made only at the request of foreign industry groups, 

8 We also stressed the need for aid to higher education by the use of counter- 
part funds. 

In retrospect it would appear that our original fears were justified. We again 
endorse the aims of the foreign-aid program and we believe that an excellent job 
has been accomplished as far as relief is concerned. Permanent industrial aid has, 
however, lagged seriously and unless changes of thinking and organization take 
place quickly, we expect that little will be accomplished in solving the basic 
problems and in making it possible for Europe to stand on its own feet without 
continual assistance from the United States. 

After extended study of our foreign-aid program and the problems we face today, 
we would like to present the following comments and suggestions: 

1. We are more concerned today regarding the trends in relief versus permanent 
industrial improvements. Actual figures of expenditures or allocations to date 
as well as the type of organization now in existence in MSA, would indicate that 
political considerations make relief in the form of grants or gifts the No. 1 objec- 
tive. Increased wealth can only be produced by greater and more efficient pro- 
ductivity. Without the increase in wealth-producing productivity, we can 
never expect higher living standards which are so necessary in these European 
countries today. Furthermore, without this increased productivity we are 
building a permanent relief program, 

2. We firmly believe that due largely to internal influences in ECA and MSA, 
plus pressure from governments abroad, the extension of capital or permanent aid 
to industry has been pushed into the background. 

3. Although the original objective of ECA was based on a 50-50 percent basis, 
our feeling is that the industrial aid has fallen far behind. The industrial section 
of the ECA was late in being organized and other than the so-called Cripps plan 
and the guaranty clause has accomplished little. We feel the program is governed 
too much in its activities by foreign governments, who are most anxious to get 
into their direct control as much of the money as possible. Businessmen and in- 
dustrialists in these countries generally have a more intimate knowledge of what is 
needed to bring about lasting improvement than do the governments. Further- 
more, direct loans to sound industries will ultimately be repaid whereas it is 
doubtful if any of our loans to governments will ever be reall. 

4. We fee) that the proper use of counterpart funds has been seriously neglected. 
There seems to be a lack of organization for this work in the Washington office 
and too little thought and understanding regarding the possible use of these funds 
in Europe. In addition, the methods for the allocation of these funds seem 
extremely cumbersome. Every dollar of counterpart funds, if again put to work 
should make it easier on the American taxpayer. Reports as to the use of counter- 
part funds should be issued regularly by the MSA. 

The utilization of the counterpart funds in the 17 different ECA countries should 
be on a wider and more imaginative scale. These funds represent the money 
European businessmen have paid in local currencies for the purchase of goods 
which the MSA paid the supplier an equivalent in dollars. The United States 
should have had complete control over the use of these funds. In accordance with 
the MSA Act, there is now dual control with the foreign governments. These 
funds should be utilized for the reestablishment and the promotion of multilateral 
trade, primarily in Europe and secondarily in other portions of the world where 
such trade would be beneficial to the reconstruction of Europe; for financing 
projects and making loans to European industries wherever such projects and 
loans would enhance European recovery; for meeting the expenses of MSA 
operations outside the United States; for the acquisition of strategic raw materials 
necessary for the United States defense; for the acquisition of raw materials and 
technical and industrial equipment for the production of raw materials necessary 
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to the reconstruction of Europe; and for the improvement and expansion of edu- 
cational facilities or any other productive project. 

5. We especially stress the need for help other than money. By this we mean 
the voluntary aid which could be given by American management in the way of 
technical help and know-how. It will always be impossible for MSA to do other 
than act as a clearing house for industrial projects—they should be largely handled 
on an industry-to-industry basis, the details to be worked out by industry itself, 

6. The original ECA Act showed that Congress fully realized the importance 
of a European industrial revival on a more efficient basis, when they specifically 
stated in the act that over a billion dollars of the first year’s appropriations was 
to be for direct loans to industry. The ECA Administration diverted these loans 
to loans to foreign governments, apparently because no industrial planning had 
been made. 

7. We approve in principle of the guaranty clause. 

8. An analysis of ECA operations indicate that there are far too few experienced 
businessmen in top positions in the Administration. We realize they are some- 
times difficult to obtain, but without experienced men the results can never be 
obtained. This applies to MSA, both at home and abroad. 

9. We feel that education is one field in which the MSA counterpart funds 
could be used to advantage. England, for example, has fewer students in its 
colleges and universities than does our State of Michigan and the students are 
drawn from, in most cases, the classes that are not interested in industry. This 
broader need for education extends to engineering, the professions, and agriculture. 

10. We believe in the plans behind the organization of the Anglo-American 
Productivity Council and their intention to bring about the exchange of visits 
between British and American manufacturers, engineers, workers, etc. We do 
not believe that this in itself will accomplish the desired end as it is altogether too 
slow. We feel we must go beyond the visitation stage and bring about single 
industry-to-industry cooperation whereby American firms will individually work 
with European firms supplying our know-how, management, and sales ideas. 

11. We feel that MSA as now organized, is dominated too much by political 
considerations and would be better if it could be divided into two separate agen- 
cies with separate appropriations. If this is not possible, then MSA should be 
divided internally and the money appropriated should be definitely earmarked 
for general aid (political) and industrial aid. 


MILITARY EXPENDITURES 


With regard to United States expenditures for military equipment for other 
nations, we believe it is a mistake not to follow the precedent established under 
lend-lease where this Nation maintained title to these goods. Should our inter- 
national problems be solved so that many of these weapons and products would 
not be needed, some of the taxpayers’ money could be saved by the sale of the 
surplus materials for use or for scrap. 

In case of the disaffection of one of the nations now allied with the United 
States, we would at least have a claim on this equipment. While such is highly 
inlikely at the present time, we could not legally prevent the sale by a foreign 
power to our enemies of the material we are giving for their defense 

$v utilizing the lend-lease system we would also have an inventory control 
on the material our allies have received as a gift from the United States. This 
is of great importance in many nations where inventory control of military equip- 
ment is poor at its best. Thus we would be in a better position to determine the 
merits of their requests for additional material. 

On January 20, 1949, President Harry 8S. Truman first enunciated an idea for 
a new foreign-aid program designed to aid the development of the backward and 
underdeveloped nations of the world. ‘Fourth, we must embark on a bold new 
program for making the benefits of our scientific advances and industrial progress 
available for the improvement and growth of underdeveloped areas.”’ As a 
result of the intense interest of the members of the Detroit Board of Commerce 

world conditions and foreign-aid programs and as a result of the vast experience 
of the businessmen and industrialists of this organization in the field of inter- 
national trade and investments, we respectfully request all interested in the 
so-called point 4 program to review the following comments and suggestions 
representing the views of the board of directors of the Detroit Board of Commerce. 

|. We are completely in sympathy with the proposal by the President to assist 
every practical way possible the development of the less developed areas of 
he world. Communism is not defeated by words but by deeds. We must 
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improve the lot of the peoples of the world where standards of living are below 
normal. We recognize that the point 4 program derives its primary importance 
from the national interests in the United States, as, therefore, an implement of 
national defense. 

We further realize as the various regions of the world prosper and progress, 
they will in turn become an ever-increasing market for American products in 
proportion as their resources are developed, purchasing power increased, and 
standards of living improved. Thus a twofold benefit will accrue to both the 
less developed areas and to business and industry in the United States. A high 
level of international trade means peace and prosperity for all. 

American industry has been developed to a high standard of production. We 
have plants capable of great production which must be operated to their norma] 
capacity in order to employ American labor to the fullest extent and to make 
available their products to the various areas of the world in need of these goods 
for their own development and use. To have continued prosperity in the United 
States, it is necessary to seek sales in the export field. Many of the world’s 
markets are near their peaks while others have not or have just begun to indicat¢ 
their potentialities. In many cases they require power, water, and transporta- 
tion, ete., before they will be desirable or of potential value to American labor and 
industry. If properly developed, the greatest markets of the world, hitherto 
virtually untouched, will rapidly become markets for American industry. 

The average citizen of Cuba purchased American goods to the amount of $98 
per person per year, according to the Department of Commerce, 1947. It is 
estimated that 2 million people in the western area where electricity, power, and 
roads are available, buy 90 percent of the imports from the United States, while 
the people in the undeveloped area are buying approximately 10 percent. 

In 1947 exports to Cuba totaled $491 million. The average purchase per 
person per year in the prosperous area is approximately $220. There are some 
2 million people in the prosperous area so they account for $440 million of the 
$491 million. If the purchasing power of the 3 million people in the backward 
areas were raised to the same level as those in the developed area, exports from 
the United States to Cuba would increase $631 million or to a total export per 
year of $1,170 million. It would seem apparent that in improving and developing 
the backward areas of Cuba, the United States exports would increase $698 million 
per year. 

If this can be done in Cuba for the 5 million population it would be apparent 
that the 20 million peoples of the Caribbean area, if given proper help for their 
development, would increase the amount of exports from the United States to 
approximately $2% billion. 

We also realize that the political stability of such areas will be definitely served 
as their resources and their economy are developed. It follows, therefore, that 
it is in the interests of the United States to implement the President’s program. 

2. We believe that the point 4 program should be thought of as an extensio: 
to the less developed areas of the world of American technical know-how and 
investment, such as has been going on for vears. Billions of dollars of America: 
capital are now at work around the world, in many instances in cooperation wit! 
local capital, and is achieving the very results which the President is seeking. 

We agree with the President that a new emphasis should be given to this typ: 
of cooperation between American know-how and capital along with the ski 
and capital of overseas countries, with particular direction toward those areas 
that have vast underdeveloped potentialities and where the need for economic 
development is particularly great, and where raising standards of living will 
result in a stronger bulwark against the inroads of destructive political and eco- 
nomic ideologies. 

3. We recognize that there is a sphere for Government action as well as for 
private enterprise. Only if the two go hand in hand, each to its appointed task, 
will the hopes and ambitions held for the point 4 program ever be realized. 

In matters of health, port facilities, government, sanitation, education, and i! 
other fields beyond the scope and authority of private enterprise, the United 
States Government has a tremendous field for action. 

In working out programs for the development of basie services, such as agri- 
culture, sanitation, and vocational training, we support the methods developed 
by the Institute of Inter-American Affairs that is, “‘servicios’’ jointly staffed 
and largely locally financed. 

1. We believe that there is also a semigovernmental field for action in whic! 
such organizations as the International Bank for Reconstruction and Develop- 
ment and the Export-Import Bank have and can continue to perform an important 
role in the development of the various areas of the world in need of their services. 
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We believe that the Export-Import Bank could further serve to implement the 
point 4 program in two ways: 

a) By direct loans to developments in underdeveloped countries where it 
would be difficult or impossible to obtain the loans from private sources and 
where American engineering firms can prove to the satisfactoin of the bank’s 
officials that such loans are of a productive nature and are a good business risk. 

b) By the encouragement of private American capital in overseas investments 
by means of the “guaranty principle.’’ That is, by freeing American foreign 
investments from the risks other than the ordinary every-day risks involved in 
domestic investments. By this we mean (a) freedom from the unusual risk of 
inconvertible currencies; (b) freedom from the unusual risk of loss of investment 
in whole or in part on account of political contingencies such as confiscation, 
seizure, destruction, or forced abandonment due to the act of ary government 
which prevents the further transaction of business. ° 

5. We further believe that a special committee consisting of American business- 
men, industrialists and engineers, should be organized to assist the Export- 
Import Bank in its work of implementing the point 4 program. The Export- 
[mport Bank should not approve any specific projects under this program until 
a report on that project had been filed by this committee. 

6. We are definitely opposed to any scheme for vast global spending on a gov- 

ernment level. We do not believe that the objectives of this program can be 
achieved merely by pump priming the world economy with additional billions of 
taxpayers money. While this was necessary during the immediate postwar years 
for the providing of funds for emergency relief for the war-torn nations of the 
world, such expenditures now would accomplish little in the way of permanent 
development or progress and could have a most serious adverse effect upon the 
economy of this country which is already heavily burdened by taxation. 
7. We believe the term backward and underdeveloped is wrong for it connotes 
lack of progress. In many of these regions, to the contrary, there is great progress. 
It is only that this progress has but recently begun and the potentialities are so 
great. “A hundred years ago the United States in comparison to other nations 
was likewise an underdeveloped area. There are, in fact, some areas in the 
United States today that could yet be classified as underdeveloped 

We would like to point out that many areas will never develop, both for eco- 
nomic, political, and geographical reasons. To attempt to force development 
would be a costly mistake and would inevitably result in failure, 

8. We believe that this new program must be operated on a business level and 
not on a governmental level. Businessmen and industrialists in these countries 
generally have a more intimate knowledge of what is needed with regards to 
business and industry to bring about lasting improvement than do the govern- 
ments. 

We especially stress the need for help other than money. By this we mean the 
oluntary aid which could be given by American management in the wavy of 
technical help and “know-how.” It will be impossible for the United States 
Government to act as other than a clearing house for industrial projects. Such 
projects must be handled on an industry to industry basis, the details to be worked 
out bv industry itself. 

Since industrial skills and modern technology are largely the possession and 
property of private enterprise, it is submitted that the only way these talents can 
be put to work effectively is to bring the American entrepreneur into direct con- 
tact with his counterparts in foreign countries. 

9. We believe that the obstacle of double taxation which faces private United 
States capital when it ventures out of the United States must be ended. Every 
dollar of private capital that goes abroad decreases by an equivalent amount the 
need for Government loans and grants. This flow of private capital should be 
encouraged rather than discouraged as is the case at the present time. 

10. We believe that some tax inducements might well be given to firms and 
ndividuals investing their capital abroad. For example, an arrangement might 
be worked out and authorized by Congress whereby, through appropriate treaties 
both the United States and any country which is host to any United States foreign 
ivestment would consent to accelerated amortization, for domestic income tax 
purposes, of the actual investment required. We have in mind the 5-year write- 
off of war plants, privately constructed, which was provided for in tax laws during 
World War II. 

In addition to a 100 percent write-off for tax purposes, of any approved foreign 

vestment, within a maximum 5 years, we would also recommend the instantane- 
ous write-off of any remaining balance in the event that, due to the outbreak of 
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hostilities, in the host country, or in case of riot, revolution, administrative decr: 
or otherwise, the transaction of business becomes impractical. 

11. We believe that there must be changes in the United States customs a 
tariff laws. If United States firms are to invest abroad, they must import a v: 
amount of extraneous business material that always flows between the ho 
office and subsidiary or branch plants. At the present time, outmoded Unit 
States customs regulations and laws restrict this flow of vital business materi 
The law must be changed so that this material may be imported freely into t 
United States. 

Customs laws and tariffs in the United States must be made more conduciv: 
the importation of goods from abroad. If we are to encourage production 
the world, we are assuming a moral obligation to likewise open our doors to tlie | 
purchase of this increased production. If we refuse to do this, then the enti: 
program wifi falter and the world will again find itself involved in another ma 
depression. 

12. We believe that, prior to taking any tangible steps for the implementat 
of the point 4 program, Congress should pass the Meader bill which provides 
the establishment of a bipartisan commussion to investigate and report on wa 
and means that unreasonable barriers to overseas private investments may 
removed. 

If these barriers are discovered and removed, much of the need for Governm« 
assistance may be dissipated. We would like to stress that business and indust 
in many of the areas in question would welcome private United States cooperat 
and investment. These same groups in many cases would object to any ind 
trial or business program worked out on a government-to-government level. 

13. We believe that during the present emergency we can make a signific: 
contribution to the less developed areas by not overlooking their needs. Many 
these regions are in the midst of great development programs. Their contin 
progress depends upon obtaining from this country the machinery and ot 
requisites to expansion. We must make certain that these goods are availa! 
to sustain their economies and development by the granting of export prioriti 


CONCLUSION 


In conclusion, we support the Mutual Security Program. We respectfully urg 
all Americans to see that as much of this program as possible is worked out 0: 
business rather than on a Government level. Only by so doing can the aspirati: 
and hopes held for this program all over the world be realized without placing 
undue and dangerous additional burden of taxation upon the American econo 
and the American taxpayer. 


Mr. Frost. I will, in the limited time allowed, attempt to highligh | 


some of the more essential points in our statement of policy. 

We are in sympathy with the basic objectives of the Americ: 
foreign aid program. We believe, however, that due to poor aehnin 
and bad administration both in the past and present the cost of t! 
program has been far higher than it should have been and most 
the objectives have not been achieved. 

‘he stated objective of our foreign aid program of contributing | 
the unification and economic integration of Europe is an excelle: 
example of how we have failed. The European tariff walls today 
33% percent higher than they were when the Economic Cooperatio 
Administration began its activities. It is true that some quota buar- 
riers have been removed in European trade. However, what can ) 
gained by trading one barrier for another? As a matter of fac! 
recent dispatches from Europe would indicate that many of the o! 
quota barriers that have been removed during the course of 
European Economic Cooperation Administration’s history are no\ 
being restored. 
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ALLEGED SOCIALISTIC AND NATIONALISTIC ASPECTS OF ECA 


In many ways the administration and operation of our foreign 
aid program has contributed immensely to this situation. Our 
foreign aid program was conceived and sold to the American people 
as a European program. In its operations, however, it has not been 
worked out on a European basis but rather upon a government to 
vovernment and nation to nation level. It is all too obvious that the 
politicians in the various countries of Europe are each more interested 
in obtaining specific advantages for their own country than they are 
in working out a program of benefit to all of Europe. 

The socialistic scheme of planning ail European trade a year in 
advanee is not only the most ambitious program of international 

state planning ever attempted by any nation on earth but it, too, has 
seriously contributed to the high cost of the program and to defeating 
the purpose of unification and economic integration in Europe. 

A famed Swiss economist once stated that never in the history of 
the world had any nation undertaken a task of international state 
planning such as that undertaken by this country in Europe. 


USE OF COUNTERPART FUNDS 


The mistake we made in giving up control of the counterpart funds 
in Europe has particularly contributed toward defeating the purposes 
of the program and has probably increased the cost to the American 
taxpayer somewhere between two to three times. 

We do not believe that it was the intent of Congress that complete 
control over these funds be relinquished by the Administrator of the 
foreign aid program. However, this is actually what has taken place. 
The only control that we have over the use of these funds is a dubious 
veto power. This is of little importance due to the fact that should 
we veto a project the government concerned need only wait until the 
end of the MSA and then proceed to use the funds as they see fit. 
Furthermore, the funds can be used to retire public debt while local 
funds that would otherwise be used for the retirement of debt can be 
put to work in the vetoed project. We cannot initiate programs with 
the counterpart funds. 

Furthermore, arrargements for utilizing these funds are again 
worked out on a nationalistic basis. The Mutual Security Organiza- 
tion in Washington has little information with regard to what is being 

done with these funds in E urope. 


FRENCH WATERWAY AND POWER PROJECTS 


We recently published a story which received widespres ad publicity 
throughout the United States on a waterway and power project in 
rance, currently being financed to the extent of 90 percent by Ameri- 
can counterpart funds. The project involves a tremendous power 
development which is anticipated to produce some 13 billion to 14 
billion kilowatt hours of electric energy and a seaway consisting of 
eight systems of canals and locks over a 354-mile stretch between 
Lake Geneva and the Mediterranean Sea. No one knows what the 
total cost of this project will be, although it is known that 3 of the 
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22 dams to be constructed and 3 of the 46 power plants will cost 
some $685 million. 

At the time we heard of the project we contacted the Mutual 
Security Office in Washington and they were unable to supply any 
concrete information. They first had to contact their offices in 
France and, after considerable delay, information was forwarded to 
us from the Paris office. In the meantime we had contacted French 
authorities and obtained complete information from them. Much of 
the information given by the Paris office, when compared with the 
information received from the French authorities, proved to be 
inaccurate. 

When the article was published and widespread publicity was 
given to it the MSA office in Washington denied the story with the 
following statements, which were published in the March 16 edition 
of the New York Times: 

WASHINGTON, March 15.—The Chamber of Commerce of the United States 
charged today that “billions of United States tax dollars’? were being spent for 
the construction of a “gigantic waterways system in France.” 

The protest was made as the chamber pressed its demand for a cut of $5,800.- 
000,000 from the $10,800,000,000 President Truman has outlined as essential 
foreign-aid expenditures in the fiscal year beginning July 1. He is asking $7,900, 
000,000 in new appropriations. 

‘The chamber’s protest against United States’ help for the French waterways 
project was based, it was said, on an article written by Richard B. Frost, manager 
of the foreign trade department of the Detroit Board of Commerce. 

The national organization quoted Mr. Frost as saying that ‘while United 
States tax money was being lavished on French waterways ‘our own St. Lawrence 
waterway and power project goes begging.’ ” 

Spokesmen for the Mutual Security Ageney disputed both the facts and the 
conclusions in the chamber’s attack against United States aid to France. 

They said, first, that most of the money financing the French Rhone and 
Rhine River projects—described as hydroelectric and irrigation projects, not as 
“waterways’’—was French counterpart funds. Counterpart funds, they said, are 
franes taken from the French budget in the amount of United States dollar aid 
and used for purposes agreed to jointly by French and United States aid officials 

The power development project in France has long been one of the major 
programs of the French Government, it was said. The object, officials explained, 
is to harness some of the water power that comes down from the Alps and put it 
to work in the development of power for French industry. 

Officials denied that ‘‘a 354-mile seaway from the Mediterranean to Lake 
Geneva”’ was involved in the project. One canal 15 miles long is planned, they 
said, and the rest of the project is for power production and irrigation, not navi 
gation. 

The statement ‘‘We were amazed at the statement by MSA officials 
that ‘counterpart funds’ are franes taken from the French budget in 
the amount of United States dollar aid and used for purposes agreed to 
jointly by French and United States aid officials’’ is absolutely untrue. 
Counterpart funds are derived from payments made to their banks by 
private purchases in France of American equipment financed voder 
the Mutual Security Program. Counterpart funds are exactly the 
sume as the French francs you receive in France whenever you visit 
that nation and exchange your American dollars for French currency 
lo say that chese funds come out of the French budget and are of no 
concern to the United States is utterly fantastic. 

The statement by ECA officials that only a canal 15 miles long is 
planned in the Rhone River Valley project proves without a trace of 
doubt what little knowledge there is in Washington with regard to the 
usages of counterpert funds. Sbould this committee so desire, we 
will be most happy to submit maps and other documentary proof o! 
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the size and scope of the Rhone River Valley project. As a matter of 
fact, there are, as we stated, eight systems of canals and locks covering 
a distance of 354 miles. One of these locks, incidentally, will be the 
largest lock in the world, some 80 feet in height. 


STRICTER CONTROLS OVER COUNTERPART FUNDS ADVOCATED 


We would like to strongly urge this committee to place into the 
legislation now pending be fore you measures that will assure the con- 
trol of counterpart funds by the United States. If these funds were 
intelligently put to work much as a student loan fund operates, the 
cost, we believe, of the foreign-aid program could be cut by at least 
50 percent to two-thirds. 

We would like, in closing, to particularly call to the attention of 
this committee the fact that over 90 percent of the counterpart funds 
that have accrued in the United Kingdom have been utilized for the 
retirement of public debt. Actually, this means that they have gone 
into the British budget exactly the same as the taxes paid by British 
citizens. It would not be difficult to prove that the American tax- 
payer is likewise paying taxes to the United Kingdom. _ It is also true, 
we have been told by many prominent Englishmen, that it is highly 
dubious that most of the socialistic programs carried out by the labor 
government could have been financed without the aid of these Ameri- 
can funds. This, we firmly believe, is not in keeping with the objec- 
tives of the American foreign-aid program. 

Thank you. 

Senator Georae. Mr. Warburg is the next witness. Mr. Warburg, 
you may be seated. Please identify yourself for the record. 


STATEMENT OF JAMES P. WARBURG, GREENWICH, CONN, 


Mr. Warsurc. My name is James P. Warburg, of Greenwich, 
Conn. I ama writer on foreign affairs. 

I appreciate your courtesy in hearing me and in order to shorten the 
record I ask to give a full insert of my statement, without alterations. 

Senator GrorGe. All right, sir. 

Mr. Warsura. Mr. Chairman and Members of the Senate Foreign 
Relations Committee: A crucially important decision is before you 
with regard to the administration's Mutual Security Program. Since 
you have been good enough, in the past, to permit me to testify on 
various important issues of foreign policy, I venture to submit a state- 
ment with regard to this matter. I do so with some hesitancy, know- 
ing that no mere private citizen is competent to form a conclusive 
judgment and in full awareness of the fact that your committee, itself 
expert in these matters, will have the benefit of many competent 
authorities. I shall deal primarily with that aspect of the problem— 
Western Europe and Germany—with which I can say that I have at 
least tried to become familiar through close study over a long period of 
years. 

In concentrating on this part of the problem, I do not wish, however, 
to convey the impression that 1 think economic assistance to Asia, 
Africa, the Near East, and Latin America any less important. Indeed, 
such assistance to countries like India seems to me of paramount 
urgency. 
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INTERPRETATION OF THE NORTH ATLANTIC TREATY 














































The comments I wish to make about Europe and Germany stem 
directly from my testimony before this committee on May 10, 1949, 
when you were considering the ratification of the North Atlantic 
Treaty. On that occasion, the record will show that I urged you to 
recommend ratification but to accompany that action with a statement 
clarifying the obligations to be assumed by the United States. I urged 
that you make clear that the United States would be obligated under the 
treaty to go to war instantly with any nation committing aggression 
against any of the European signatories; but that, should the deterrent 
to aggression provided by this declaration fail to prevent attack, the 
United States would not be obligated to fight the aggressor according 
to any preannounced plan or in any predetermined theater of action— 
specifically, that, in the event of war with Russia, the United States 
would not be obligated to defend the frontiers of Western Europe 
somewhere in Central Germany or on the Rhine. 

I pointed out the existence of a dangerous ambiguity; that our 
European friends apparently expected us to take the additional 
commitment of preventing the invation of their countries in the 
event of war, whereas most Americans seemed to be under the impres- 
sion that no such additional commitment was contemplated. 

Urging the immediate clarification of this ambiguity, I ventured to 
express the opinion that an undertaking on our part to meet the 
perfectly understandable wishes of our friends abroad would, in fact, 
constitute the giving of an unfulfillable promise—unless we intended 
to embark upon two courses of action which, in my judgment, would 
be more likely to provoke than to prevent attack. These were: the 
building up of a sizable American army in West Germany prior to 
the outbreak of any war; and the rearming of West Germany itself. 

Since the Secretary of State had emphatically assured your com- 
mittee that neither of these two provocative actions would be under- 
taken, I expressed the opinion that the creation of a western defense 
force capable of holding off a Russian invasion at or near the iron 
curtain would, in fact, be impossible; and that the attempt to create it 
without substantial American and German participation, would 
merely serve to arrest West European recovery and to undo the work 
of the Marshall plan in making our friends immune to Communist 
subversion from within. 

In these circumstances I expressed the view—which I have had no 
reason to change since then-—that the only way to protect Western 
furope against Russian invasion is to prevent that invasion from 
being attempted. This was the precise purpose of the declaration of 
solidarity which we proposed to make under the treaty. 

You, Mr. Chairman, expressed the view that, since we were clearly 
not going to undertake the additional commitment against which I had 
marshalled the foregoing argument, no formal clarifying statement 
was necessary. You said (this was Senator Connally, not you, sir), 
and I quote from the Congressional Record: 


The Frenchmen and other Europeans, who have signed the treaty, know 
what it’s about already. 
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When I ventured to cite the contrary evidence of recent statements 
by French Prime Minister Queuille and other eee leaders, as 
well as some remarks by our own Chief of Staff, General Bradley, 
the late Senator Vandenberg, whose counsel we sorely miss these 
days, uttered three sentences which were carried in front-page head- 
lines on the following day. (See New York Times, May 11, 1949.) 
I quote them from the Record: 

There is a great deal to be said for the importance of eliminating any possible 
ambiguity. It would be the last possible crime we could commit to let our friends 
be aeceived. They should know that there is to be no Maginot line 

Upon leaving the committee room that day, Mr. Chairman, I felt 
that my modest mission had been accomplished; that the committee 
had, in fact, clarified the ambiguity and put our friends abroad on 
notice as to what the treaty did not mean. 


IMPLEMENTATION OF NORTH ATLANTIC TREATY 


As it turned out, it was not our friends abroad who were deceived. 

The Senate had scarcely ratified the Atlantic Treaty in accordance 
with your recommendation when you were asked to approve the 
military aid bill of 1949, the avowed purpose of which was ‘‘to prevent 
Western Europe from being overrun in the event of war.” By an 
appropriation of just over $1 billion, the Administration proposed 
to place Western Europe in a position to hold off an invasion “at 
least until our own power can be brought to bear.”” (Our own power, 
in those days, consisted of less than 10 combat-ready divisions.) 

When this rapid reversal seemed to pass almost unnoticed by the 
Senate, 1 ventured to write a letter to you, Mr. Chairman, and to 
those members of the committee who had participated in the hearing 
f May 10, pointing out that you were now being asked to ratify the 
very commitment which you had ruled out as unwise and as clearly 
not contemplated. In this letter, which was dated August 1, 1949, I 
pointed out the disparity between the commitment and the means 
available for its fulfillment, again emphasizing the various dangers 
involved in the course first disavowed and now proposed by the 
administration. 

I have never understood how it happened that the Senate Foreign 
Relations Committee—and, later, the Senate itself—came to accept 
this reversal of the understanding upon which the treaty had been 
ratified. It is still a mystery to me how the administration expected 
to fulfill its undertaking without sending our own troops abroad, 
without rearming the West Germans, without arresting West Euro- 
pean recovery, and without appropriating vastly greater sums of 
money for military and economic assistance. 

From the moment when this decision was taken it seemed to me 
inevitable that all four of these consequences would necessarily follow, 
as indeed, they unhappily have. 

Within a very short time we found it necessary to send four new 
livisions to Germany. A little later, when it became apparent that 
even with these reinforcements there was nothing like a European 
defense force in sight, we reversed our entire position as to German 
earmament. These decisions were not induced by the unpleasant 
surprise we encountered in Korea. The troops-for-Europe debate 
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took place before Korea. The switch on German rearmament, though 
not announced until September 1950, had been foreshadowed by both 
Field Marshal Montgomery in November 1949 and by General 
Bradley in his testimony before the House Foreign Affairs Committee 
in May 1950. 

The original $1 billion of military aid to Western Europe has, of 
course, grown into many billions. 


RESULTS OF UNITED STATES REARMAMENT POLICY 


In spite of all these things—in spite of the risk we have taken of 
provoking attack through doing them—we have found it necessary 
to push our European friends into a rearmament effort beyond their 
means which, though scarcely begun, has already seriously endangered 
their economic health and political stability. Britain, facing the 
worst economic crisis since the war, has been forced to cut down its 
rearmament program, and a large segment of British opinion has 
become hostile to American leadership. France is tottering on the 
verge of national bankruptcy and political chaos. 

And yet, after 3 years, Western Europe is still wide open to inva- 
sion, possessing less than half of the defense force required to keep its 
frontiers inviolate. 

We have lost prestige and influence abroad by trying to force our 
friends to do too much too soon with too little. 

We have frightened and seriously alienated the French people, 
around whom any defense of Western Europe must be built, by our 
sudden reversal as to German rearmament. 

We have all but lost control over Germ: aay by scuttling our own anti- 
militarist preachments and letting the Germans know that we need 
them, and need them badly, as military allies. 

Last, but not least, the administration has seriously stretched its 
credit with Congress at a time when solidarity is more than ever essen- 
tial to national security. 

These unpleasant realities cannot be obscured by the recent appar- 
ent successes of our diplomacy at London and Lisbon. It is urgently 
necessary, I think, that we understand what really happened at these 
two conferences. 

Sensing themselves to be suddenly in the driver’s seat, the Ger- 
mans demanded, as the price for their rearmament and military cooper- 
ation, full sovereignty and full equality in the so-called European 
Army as well as in the North Atlantic Treaty Organization. The 
French balked at these conditions, knowing that their fulfillment 
would mean German hegemony on the Continent, especially since 
there was to be no British participation in the European Defense 
Community. What happened at London and Lisbon was that the 
Germans became satisfied that they would ultimately get exactly 
what they wanted, while the French were reassured by being told that 
the Germans would not get what they wanted now. 

The real meaning of London and Lisbon, about which there is no 
point in fooling ourselves, was that German military collaboration was 
purchased—under United States’ pressure—at the price of ultimate 
German hegemony in Western Europe. No matter what agreements 
may be signed to the contrary, a rearmed Western Germany will 
ultimately be the dominant power on the Continent. 
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No French Government will be able to sell this bill of goods to the 
French people. Yet no French Government, not even a de Gaulle 
dictatorship, will be able to accept the alternative of American with- 
drawal from the affairs of Europe. And thus vanishes the last hope 
that a strong France will ever be able to form the hard core of West 
European defense. 


FUTURE DEVELOPMENTS OF UNITED STATES POLICY 


The ultimate consequences of the disastrous course we have fol- 
lowed are, however, even more serious than the destruction of French 
morale for the sake of German divisions. Having ventured into the 
realm of prophecy 3 years ago, I shall once more risk a prediction as 
to the future. Unless we change our course, the following seems to 
me the clearly foreseeable prospect: 

Once rearmed and fully sovereign, the Bonn Republic will pursue 
one very simple objective: It will seek the reunification of East and 
West Germany and the recapture of its lost provinces. It will pursue 
this aim by any and all means. It may drag the western alliance 
into a war with Russia—which is what both France and Russia fear. 
Or, if may sell out the western alliance and make a deal with Russia, 
provided Russia will sell out the ne a Russian action for which 
precedents are not lacking. In any case, Mr. Chairman, I do not 
hesitate to affirm the unhappy convic a that, unless we change our 
course, the result will be either world war II] or a Europe ae Fa 
by a renewed Russo-German alliance. The latter would probably 
mean merely a postponement of world war II] and a serious worsen- 
ing for us of the conditions in which we should eventually have to 
fight it. 

All this is on the assumption that the Russians will not themselves 
launch an attack to prevent our leisurely build-up of force from being 
completed. We must not forget that, even if the Russians believe 
our assurances that we are building up force only for defeuse, they 
may well fear that, no matter how sincere our intentions, a rearmed 
Germany may maneuver us into offensive action. Russian fears and 
French fears are, in this respect, almost identical. 


I] 


The foregoing prognosis does not make a pretty picture. There 
would be no purpose in my presenting so gloomy an analysis, if it 
were not to assert the conviction that an alternative is still open to us. 
The alternative is not easy, nor is it without danger. Yet it presents, 
in my opinion, a far more reasonable hope of peace and security. 


POSSIBILITY OF NEGOTIATION WITH U. S. S. R. ON GERMANY 


The alternative is to settle the future of Germany by negotiation 
with Russia, before a rearmed Germany takes its future—and ours 
into its own hands. 

It is true that we have tried this in the past without success. We 
rave it up as a bad job after the failure of the Moscow Conference of 
April 1947. But conditions have changed in the last 5 vears; what 
was impossible in 1947 may not be impossible in 1952 
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In 1947 the three western allies did not agree among each other 
as to what kind of a Germany they wanted; they would, [ think 
come much closer to agreement today. Apart from the weakness o! 
the allied position in 1947, the Russians then presented two great 
stumbling blocks: they insisted upon continuing reparations out o! 
current production; and, most important, they refused to let Ge rman \ 
unite under a freely elected all-German Government, pledged t 
guarantee the political freedoms of the individual citizen. There is 
ample evidence to suggest that these two obstacles may no longe: 
exist. 

Ever since Secretary Acheson’t first formal demand for Germa: 
participation in West European defense in September, 1950, th: 
Kremlin has been hinting strongly that it would consider a neutra 
Germany, reunified on our terms, as less of an evil than a rearmed 
Western Germ: uy incorporated in the North Atlantic Treaty Organi 
zation. 

It seems to me worth noting that these Russian demands fo: 
renewed negotiations, and the hints that Russia might now forego 
reparations and consent to free elections, have grown stronger when 
ever West German rearmament has seemed imminent, and have 
receded whenever our plans have encountered opposition and delay 
Thus, feelers were strongly put forward in the autumn of 1950 and al 
but withdrawn in the spring of 1951, when the Deputy Foreign 
Ministers finally met in Paris after General Eisenhower’s preliminary 
survey had clearly indicated the necessity for delay in German 
rearmament. ‘They were again put forward strongly after the Lisbor 
announcement that inter-allied difficulties had been overcome. 

All this may, of course, be nothing more than shrewd propaganda 
There is only one way to find out and that is to call the Russian hand 
I have been publicly urging that we do this for the past 2 years. | 


have been at a loss to understand why we should be reluctant. to 
explore whether or not it is true that our long-sought objective as to 


Germany is now actually attainable. The only explanation for which 
I have any evidence—and I am reluctant to believe that evidence 
is that our Government is afraid to call the bluff for fear that it ma 
not be a bluff at all. In other words, our Government appears to bi 
afraid to achieve its own avowed aim of establishing a free, neutral! 
democratic, and demilitarized Germany, for fear lest such a German) 
be somehow subverted into the Soviet orbit, much as Czechoslovaki: 
was subverted in 1948. 

This seems to me a wholly unworthy and unwarranted defeatis 
fear, based in part upon a lack of confidence in democracy and in par' 
upon a failure to realize the crucially important differences betwee: 
the conditions affecting Czechoslovakia in 1948 and the condition 
which would obtain as to a free Germany in 1952. I need mentio: 
only one such difference: Russia knew, in 1948, that she could manipu 
late the Czechoslovak coup without the slightest risk of launchin 
world war III; no such possibility would exist with regard to a fre 
Germany. 


II] 


I come now to the major point of my testimony concerning th 
appropriations for the support of our NATO associates. 





in 
in 








other 


hink 


SS O! 


great 
ut o} 
nan\ 
dt 
Are | 
onge! 


rma! 

th. 
‘utra 
rmes 
Tani 


Ss fo) 


Orevo 


vhen 
hav: 
lela 
id al 
reigi 
inar\ 
rma 
isbor 


anda 
hand 


Ss. | 


nt to 
as to 


vhicl 
nce 
ma 
to by 
utral 
eT) | 
Vaki: 


eatis 
L part 
wee! 
ition 
ntio! 
nipu 
ehin 
a fre 


or th 


MUTUAL SECURITY ACT OF 1952 427 
NO CUT IN FUNDS FOR WESTERN EUROPE ADVOCATED 


I am not unmindful of your responsibility for the protection of our 
Nation’s solvency and for the interests of the American fo ek 
Nor am I unaware that reasonable doubt must have been raised i 
your minds as to the wisdom of the policy which has laid such a heavy 
burden upon our resources. Nevertheless, I respectfully urge you, 
with all the emphasis at my command, to be extremely war ) of redue- 
ing the amounts requested for Western E urope at this time, whether 
in the form of direct military aid or economic subsidy. 

It lies beyond my competence to judge whether the amounts 
requested are too great or too small. I know only that in the past the 
administration has tended to underestimate the cost of fulfilling the 
military commitments it has undertaken. The Truman Doctrine of 
global containment began with an innocent request for only sige 
million. Military aid for Western Europe, which was to make ji 
inpeagene against invasion, began in 1949, with only a little over 
$1 billion. If there is any miscalculation in the proposed appropria- 
tions, I] would suspect that it might arise from the administration’s 
unfortunate habit of assuming that, somehow, it should be possible 
Lo buy a Cadillac for the price of a second-hand motorcycle. 

Senator GrorGe. Your time has expired, Mr. Warburg. 

Mr. Warsura. I have about 1 minute more, sir. 

Senator Gror@e. All right. 

Mr. Warsure. I earnestly hope that no such miscalculation is 
involved here, because it is certainly evident to all of us that our 
European friends—and, with them, the whole NATO structure—are 
hanging by a number of badly frayed shoestrings. 

It must be evident from what I have said that my reason for urging 
vou to err on the side of generosity is not that 1 believe the current 
NATO program to be a sound plan for the prevention of war, or for 
saving Western Europe from invasion in the event of war. My reason 
for urging your favorable consideration of these appropriations is to 
preserve the negotiating position created——-I might almost say acci- 
dentally created through the pursuit of this unsound program. 

If we falter now, our last chance to reach the German peace settle- 
ment, which we have unsuccessfully sought for 7 years, will vanish. 
We shall then be irrevocably committed to a course of tragic copse- 
quences both for our friends abroad and for ourselves. 


IV 


Although I beseech you most urgently not to destroy the bargaining 
position created by the threat of West German rearmament I den’t 
vant to conclude this statement without pointing out two great 


wingers: 


SINCERITY OF NEW SOVIET OFFER SHOULD BE TESTED 


First: Unfortunately, we have no assurance that, if the adminis- 
ation now obtains the generous support of Congress, it will use the 
rotiating position to negotiate. I must admit that, in its present 
ood, our Government is more likely to try to show that the Russians 
) not mean what they say_than to try to find out whether or not 
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they do. Our leadership seems to consider the cold war and ifs cold- 
war plans as ends in themselves. It seems to consider West German 

armament more important than a German peace settlement, even 
chetek a German settlement might be the first great step toward 
ending the cold war and achieving a safer and more tolerable state of 
coexistence. 

If there exists any group of men in the United States capable of 
exercising an influence to change this attitude, I should think you 
gentlemen would constitute that group. I can only hope that the 
plea which I bave presented will seem to you worthy of consideration 
and that, as a consequence, more powerful voices than mine will be 
raised in a demand for serious negotiation. 

The second danger, which J feel compelled to mention, is thai 
negotiation with Russia about the future of Germany will be more 
difficult and more dangerous now than it would have been in the 
autumn of 1950, when the bargaining position was first created. 
Then, the Russians were taken off balance by our sudden demand for 
West German rearmament; and the dissension within the western 
alliance, created by that demand, had not yet come to the surface. 
Moreover, the Russians no doubt expected that we would ride rough- 
shod over any French objections to German rearmament; they are 
always inclined to think that we shall treat our allies as they treat 
their satellites. Now, however, the Russians have seen the slow, 
painful process of compromise and delay. They know the weak- 
nesses of the western alliance, even though they still fear a rearmed 
Western Germany. 


TRAPS IN THE NEW SOVIET OFFER 


me ir latest proposal contains two new elements of great danger: 

. Where formerly they were discreetly silent about the new Ger- 
aims 's frontiers, the Russians now demand that a German peace 
treaty shall recognize the Russo-Polish annexations, which we fool- 
ishly sanctioned at Potsdam and even more foolishly have allowed to 
stand unchallenged for over 6 years. 

2. Where formerly the Russians demanded a unified, neutral and 
demilitarized Germany, they now propose to let the new Germany 
maintain a national military establishment, thereby saying to the 
Germans: 

“The westerns will let you have an army only if it is tied to them 
and under their control. We will let you have an army without any 
strings attached, just so long as you enter no alliance against us.”’ 

It is not difficult to see how these two new elements in the Russian 
proposal combine to lay the foundations for another Russo-German 
deal in which the Russian trump card is the return to Germany of 
all or part of its lost provinces. If we fall into that double trap, we 
shall have lost Europe. It will not be easy to bring about a revision 
of the Potsdam annexations in the negotiated settlement after we have 
let them stand so long. This danger was pointed out as early as 1946 
by this observer. If we do not firmly champion frontier revision 
a task rendered doubly difficult by our acquiescence in the French 
annexation of the Saar—we shall lose the only means by which we 
can counter the appeal to German nationalism which the Russians 
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are now making by offering the Germans the’ right to re-create a 
national army. 

Our Government’s reply to the latest Soviet note, published on 
March 26, belatedly reopens the question of the Russo-Polish annexa- 
tions. Likewise, it rejects the Soviet proposal for allowing Germ: ny 
a national military establishment. It does not, however, imply any 
willingness to abandon West German rearmament provided that 
Russia would agree to a satisfactory unification and frontier revision. 
We can hardly expect Russia to agree to unification on our terms 
only to have all.of Germany, instead of just Western Germany, 
included in a Western Defense Community. 

To admit that negotiation has become more difficult because of our 
delay in undertaking it is not to say that a successful negotiation has 
become impossible. We must recognize, however, that the longer 
we put off bringing the matter to a test, the weaker will become the 
bargaining position which I am urging you gentlemen to sustain at 
this moment. 

Once Germany is rearmed—whether through our present plans or 
by agreement with Russia—we shall have no bargaining position 
whatever. We shall then have confided the future of Europe into 
the hands of the Politburo and the Nazi-infested Foreign Office of 
the Bonn Republic. 

These are my views, Mr. Chairman. I recognize that the Vy EXPFess a 
minority dissent from prevailing opinion. It may well be that my 
forebodings of today are less well founded than those which I e xpressed 
to you 3 years ago, when I think you will agree that I correctly foresaw 
the direction in which we were moving. If 1 am wrong—if our present 
NATO plans are not as dangerous and as futile as I fear them to be 
then there is all the more reason for you to give solid backing to the 
requests placed before you by the ‘administration. Whether it is 
wise or foolish to continue along our present course, the ~ is that 
we can neither continue it, if it is wise, nor alter it, if it is foolish, 
unless at this moment the Administration receives your jiaaaee I 
hope that support will be accompanied by strongly worded advice. 

Senator GrorGe. Just a minute, Mr. Warburg. Senator Green? 

Senator GREEN. May I ask a question, Mr. Chairman? 

Senator GrorGe. Yes. 

Senator GREEN. It is this: Do you wish the committee to under- 
stand that notwithstanding your criticism of what has happened 
the past, and is happening in the present, and your forebodings as 
to the future, you are in favor of the mutual security bill which we are 
now considering? 

Mr. Warsura. Yes, sir. I would like the committee to understand 
that while I think this program is wholly unsound, both as a method of 
preventing war and as a method of defending Western Europe in the 
event of war, it has accidentally created a bargaining position which 
l urge you to maintain by supporting these appropriations in order to 
bargain, but not in order to go on with the rearmament of Western 
Germany. 

Senator GreEN. I thought that was what you meant. I wanted to 
be sure I was right. 

Senator George. Are there any other questions? 

Senator Winey. I have a question, Mr. Chairman, 
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POSSIBILITY OF A GERMAN SETTLEMENT 


I understood the witness to say the alternative is to settle the future 
of Germany by negotiation with Russia before a rearmed Germany 
takes its future and ours into its own hands. 

Well, aren’t you really begging the question? You assume that 
we can settle that question with Russia. What would be your way 
out of that dilemma? 

Mr. Warsura. I am assuming, sir, that we should explore whether 
or not is is possible to settle that question with Russia. I think we 
are at present more interested in proving that the Russians don’t 
mean what they say than in finding out whether or not they do, and 
I believe there is sufficient evidence to indicate that the two Russian 
obstacles to the kind of Germany we have sought since surrender 
may now have been removed; namely, that the Russians will now 
be willing to forego re parations, not because they have become nice 
people but because the cow is milked dry, and that they may be 
willing to allow free elections in all of Germany because they see a 
Germany democratic on our basis as less of a menace than a West 
Germany rearmed and incorporated into NATO, 

Now, if that is true, then our own avowed objective has suddenly 
become attainable, and what I am saying, sir, is that we should find 
out whether this is true, instead of answering an approach of this 
sort by saying, ‘Well, we will agree to take what we have asked for 
in the past, provided you let us incorporate all of a unified Germany 
in a Western Defense Alliance.’”’ Obviously the Russians are not 
going to do that. 

Senator WiLtey. What you mean is that we should negotiate with 
Russia and see if there is any way out. Supposing we did find what 
we thought was a way out. You do not suppose, judging from the 
past, that that would be a settlement, do vou? 

Mr. Warsure. If you mean, sir, that I do not think the Russians 
would stick to such agreement and a neutral Germany might be 
subverted as Czechoslovakia was subverted 

Senator Wiiey. Yes. 

Mr. Warsurc. Then T would like to point out at least three 
differences between the situation of Czechoslovakia and this in 
Germany. In Czechoslovakia, to begin with, the Czechs knew the 
Russians as liberators; the Germans know the Russians only as thei 
oppressors. Before the coup the Czech people had freely elected 
parliament which was 40 percent Communist. In free elections 
today I doubt whether the Communists would poll 15 percent, 
certainly not 20. Finally, the Russians knew quite well in 1948, and 
the events proved them correct, that they could pull off the Czech 
coup without the slightest risk of launching a major war. T hey would 
know quite clearly in case of a Germany established by tre: aty that 
they could not pull off any such thing without precipitating a major 
war, 


POSSIBLE TERMS OF A GERMAN SETTLEMENT 


Senator WiLry. Supposing you were negotiating in this instance 
What do you think should be the terms of settlement? 

ae WarrurG. May I say how I would approach the negotiations 

, because to arrive at the terms of settlement I think vou have to 
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open the door first. I would indicate to the Russians that if they 
are sincere in saying that they will allow free elections, that they will 
allow a constitution to protect the political freedoms of the individual, 
all of which they now indicate lew are, and if they will revise the 
Eastern land grab now and not keep that card up their sleeves, that 
then I would be prepared to forego the rearming of West Germany 
and its incorporation into the North Atlantic Treaty Organization, 

That seems to me the only basis for negotiation. I think what we 
have done, we have fallen in love with our cold war plan to such an 
extent that we think the rearmament of Western Germany and its 
incorporation into NATO is more important than a German settle- 
ment which might be the key to peace. 

Senator Witey. I think you have made a suggestion that is worthy 
of exploration, but don’t you think that the State Department, our 
negotiators, have explored that possibility? 

Mr. Warnure. Frankly, sir, | hate to say this, but I don’t believe 
they have. I think the State Department has been afraid that the 
bluff isn’t a bluff and that the thing we have avowed as our objective 
might now be attainable, because I think they are afraid that a 
Germany unified on our terms, neutral, would be subverted like 
Czechoslovakia. ‘That is why I am glad you asked that question. 
[ think that is the stumbling block, and I think that attitude dis- 
plays a lack of confidence in democracy and a failure to understand 
the difference in the circumstances that governed in Czechoslovakia 
and Poland, behind the Russian line, and that which would pertain 
to a neutralized Germany. 


NEGOTIATING WITH THE RUSSIANS ON OTHER FRONTS 


Senator Witney. Does not this suggestion you have made presup- 
pose a change of front in relation to the whole Communist approach 
to world domination? 

Mr. Warsura. Not as I see it, sir. I think it is simply a more 
effective way of doing what we have been trying to do by what | 
think is a dangerous and ineffective way. 

Senator WiLtry. While this is not probably related to your sugges- 
tion, | am going to ask you, do you think that the Kre malin i is “sicking”’ 
on any of ‘her other satellites ‘at this time in the Nea r East, as has 
been suggested by other testimony, or in the Far East? Or do you 
think the Kremlin would negotiate on that subject too? 

Mr. Warsura. Are you asking whether the Kre mlin would negoti- 
ate on other subjects than this German problem? 

Senator WiLrey. Yes. It is generally supposed and conceded that 
throughout the whole perimeter, wherever there is a satellite, Russia 
is furnishing—and by Russia I mean the Kremlin—matériel, troops, 
training for troops in Rumania and other places, and all her sat- 
ellites are “rarin’ ”’ to go at a given signal. 

Mr. Warsura. Well, your question is, ‘Do I think that they are 
likely to trigger off any more Koreas, and if so, can those things be 
negotiated?”’ 

Senator WiLry. Yes. 

Mr. Warsure. On the first part of that I will beg off. I will gaze 
into a crystal ball on a subject I think I know something about. 
That is why I have limited my discussion to the extent I have. I 
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am not prepared to guess what is in the minds of the Politburo or what 
the satellites may or may not do. I will say this, that I think there 
are areas where negotiation is possible, not on the basis of the Rus- 
sians being nice people, not on the basis of good faith, not on the basis 
of anything other than the fact that there are areas in which the 
Russian national interest, quite cynically seen, and our national 
interest, equally cynically seen, coincide, and such an area I think is 
Germany, because I think what the Russians want there is something 
it is in our interest to give, and that is to give up this plan of rearming 
Western Germany and incorporating it into NATO. I think there 
may be other such cases where the national interests coincide, but | 
would prefer to stick to my own last, which is an area of the world 
I know something about. 

Senator Winey. That is all. 

Senator GeorGe. Thank you very much, Mr. Warburg. 

Mr. D. T. Buckley. Please identify yourself for the record. 


STATEMENT OF D. T. BUCKLEY, CHAIRMAN, GOVERNMENT 


RELATIONS COMMITTEE, COAL EXPORTERS ASSOCIATION OF 
THE UNITED STATES, INC. 


Mr. Buckiry. My name is Daniel T. Buckley. I am assistant to 
the president of Castner, Curran & Bullitt, Inc., with offices 
located at 60 East Forty-second Street, New York City. I am 
appearing in behalf of the Coal Exporters Association of the United 
States, Inc., in support of the requést of the Mutual Security Admin- 
istration for the fiscal vear ending June 30, 1953, which is presently 
being considered by your committee. 

It must be evident to your committee that the export of coal has 
played a very important part in maintaining a strong industrial 
economy in Europe, and in our opinion, the European coal require- 
ments of the past vear for United States coal had to be met if pro- 
ductivity on the Continent was to be maintained at a satisfactory 
level. 

Many statements have been made with regard to the expenditure 
of ECA dollars for the purchase of United States coal during the past 
vear, generally to the effect that $800,000,000 was expended by the 
United States Government for the purchase of United States coal. 
In addition, the statement has been made by many people that the 
countries of Europe and the United Kingdom should step up their 
own production in order to take care of their coal requirements which, 
of course, would eliminate the need for United States coal. Let me 
assure you that we, as coal producers, will be only too happy when 
that day does arrive, as it will indicate a complete restoration of the 
domestic economy in Europe and the United Kingdom. 


BITUMINOUS COAL PRODUCTION IN EUROPE 


With reference to the many statements that have been made regard- 
ing the production of bituminous coal in Europe, so that the record 
may be straight, I am attaching a statement marked “Exhibit No. 1 
showing in metric tons the production of the various countries in 
Europe for periods from 1945 to 1952, inclusive. This exhibit indi- 
cates the substantial improvement that has been achieved in the pro- 
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duction of bituminous coal by the various countries since 1945, and 
based on the estimated production for 1952, this tonnage indicates that 
between 1945 and 1952 there has been an increase of 191,000,000 metric 
tons which, in our opinion, is a very substantial increase. It is also 
anticipated that by 1956 production of the various European countries 
will be stepped up to approximately 520,000,000 tons, indicating a 


progressive improvement in their exenvall production in the next 
several vears. 


EUROPEAN COAL IMPORTS FROM THE UNITED STATES 


As there has been considerable discussion with reference to coal im- 
ports from the United States, ] am attaching exhibit No. 2, showing 
coal imports from the United States, 1946 through 1951, and you will 
note that the calendar year 1947 showed the greatest export of coal 
a total of approximately 34,000,000 metric tons. You will also note 
that as the economy of Europe improved, decreasing amounts were 
exported from the United States to Europe so that for the calendar year 
1950 the volume of tonnage exported amounted to only about 430,000 
tons. It must be evident to all fair-minded people that the European 
countries did make a very sincere effort to solve their coal production 
problems in the postwar period, and I think it fair to state that the 
enactment of the Foreign Aid Assistance Act of 1948 played a very 
important part in enabling the European countries to improve their 
domestic economy to an extent where they were able to take care of 
their increased coal requirements until the outbreak of the Korean 
war in June 1950. 

The attached exhibit No. 3 sets forth the foreign trade of the mem- 
ber countries of OEEC. This indicates that actual consumption 
between 1946 and 1951 increased from 346,000,000 tons to 486,000,000 
tons, and it is also interesting to note that because of the increased 
production achieved by these European countries, the increased con- 
sumption was taken care of with the exception that coal from the 
United States was needed to the extent of 25,000,000 tons for 1951, 
although in 1947 the United States furnished ° _ 000,000 tons out of 
the total consumption of 396,000,000 tons. or » percent of the total 
consumption, compared with only 5 percent in 1951, In other words, 
Europe has made a very sincere effort to improve her production of 
bituminous coal, because without the improvement indicated by these 
exhibits the demand for United States coal would have been far greater 
than the tonnage actually shipped during the calendar year 1951. 


IMPROVEMENTS OF EUROPEAN COAL MINES 


I would like to point out to you gentlemen that conditions in 
Europe with respect to seams of coal, depth of mines, and so forth, do 
not have the same favorable characteristics as we find in our own 
country, and it has been possible in the United States during the past 
15 years to develop a very highly mechanized unit for the production 
of coal and we believe that the European coal-producing countries 
have done a most remarkable job considering the handicaps confront- 
ing them in the pestwar period, and given time and encouragement, a 
substantial improvement in their production may be looked for, 
although it is fair to state that they do not have the vast coal reserves 





434 MUTUAL SECURITY ACT OF 1952 

that we have in the United States for development. We feel that 
much of the criticism directed at them has been most unfair in the 
light of their accomplishments over the past 6 years. 


1951 COAL EXPORTS TO EUROPE 


There has been some irresponsible talk with respect to the amount 
of money that has been advanced by ECA for the purchase of American 
coal and we have endeavored to find out just how much coal was paid 
for with ECA funds during the calendar year 1951. We have been 
informed by ECA that the actual paid shipments with United States 
dollars advanced by ECA amounted to approximately $66,000,000 for 
the purchase of coal, and an estimated $73,000,000 for its transporta- 
tion to Europe, or an over-all total of $139,000,000, which must indi- 

cate to you gentlemen that the fabulous figure of $800,000,000 that 
“ere been used as the cost for shipping coal to Europe is completely in 
error. The fact that approximately 26,000,000 gross tons of coal 
was exported to Europe at an average cost alongside European ports 
of about $21 a ton indicates that these European countries paid out 
of their free dollar earnings approximately $407,000,000. However, 
this has placed a very severe strain on their economy and does repre- 
sent an expenditure far in excess of what anybody thought they would 
be able to do. It refutes completely the statements ‘made with re- 
spect to the dollar expenditures of United States funds by ECA during 
the past year in an amount anywhere near approaching $800,000,000. 


COST OF SHIPPING COAL TO EUROPE 


We would like to comment on the vessel rates to Europe from 
Atlantie ports for the period from June 1950 through December 1951. 
Your attention is invited to our exhibit No. 4, which sets forth the 
rates to selected European destinations and you will note the increase 
in vessel rates to Europe beginning with December 1950, when Europe 
once again started to purchase coal from the United States at a con- 
tinually increasing rate until July 1951, at which time our newly 
created National Shipping Authority administered most ably by its 
Director, Mr. Charles McGuire, brought about a substantial reduc- 
tion in vessel rates to Europe and a maintenance of relatively stable 
rates during the period beginning with September and running through 
December 1951, during which period a substantial tonnage of coal 
was exported. This necessitated the NSA withdrawing from the 
reserve fleet approximately 500 vessels in order that United States 
coal could be transported to Europe at reasonable rates. 

Inasmuch as most of the European countries received no ECA aid 
until July of 1951, the United States exports of bituminous coal shown 
in exhibit No. 5 is evidence that the cost of coal to those European 
countries was at an extraordinary high level by reason of the shortage 
of vessels to carry that coal. Exhibit 5 indicates movement by months 
of the export coal tonnage from the United States. 

No small contributing factor to the laid-down price of coal in Europe 
during 1951 were the increases in freight rates authorized by the 
Interstate C ommerce Commission during 1951, and these increases, 
which took effect April 4, 1951, and August 28, 1951, are set forth in 
exhibit No. 6 with respect to the movement to the Atlantic ports of 
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Philadelphia, Baltimore, and Hampton Roads. The fact that the 
present rate, for example, to Hampton Roads from the Pocahontas- 
New River district is 22 cents per gross ton higher than it was on 
January 1, 1951, and the fact that this rate has been in effect since 
August 28, 1951, tended to increase the cost of coal to all of the Euro- 
pean countries. As a matter of fact, the greater part of the cost of 
coal alongside European ports is due to the rail and water freights, 
and were it not for the fact that our Government withdrew such a 
large number of vessels from the reserve fleet, the cost of the coal 
shipped to Europe would have been substantially higher. However, 
in recent months there has been a downward trend in vessel rates due 
to decreased movement, and most recent advices indicate that NSA 
will not need as many vessels to transport coal, at least in the next 
6 months, as they have had during the winter months, and further, 
that many of these vessels will be returned to the reserve fleet. 


EUROPE’S COAL REQUIREMENTS FOR 1952 


The winter in Europe has been an unusually mild one, resulting in 
a substantial drop in consumption. This permitted the building up 
of reasonably good stocks of coal for this time of the year. However, 
it is evident that based on the coal requirements of Europe during the 
present calendar year, it will be necessary for Europe to import from 
the United States approximately the same tonnage as was imported 
in 1951. However, in our opinion, by reason of the drain on their 
dollars, these countries will not be able to pay out the $407,000,000 
they extended in free dollars last year, and will need help from our 
own Government in order to meet their industrial demands. We 
know that Europe, unlike our own country, is entirely dependent 
upon coal to fuel its industries and heat its homes. ‘Therefore, any 
decrease in the tonnage essential for the maintenance of a strong 
economy will vitally affect the over-all defense efforts of these coun- 
tries. ‘This is particularly true where coal is used for the manufacture 
of byproduct coke, the generation of gas, and for metallurgical pur- 
poses, because in the world today there is a definite shortage of the 
high-quality, better coals. However, we have been blessed in our 
own country with tonnage that will be adequate to take care not 
only of our own needs but European requirements as well for coal of 
better quality, and we fully appreciate that the situation extant in 
Kurope today warrants our country making every effort to help them 
maintain an adequate production if we, all of us, are to enjoy the 
benefits of a free world. Certainly, coal is essential for the achieve- 
ment of that goal. 

(The exhibits appear in the the record as follows: 
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Exuisit No. 1.—Historical survey of production 


{Thousand tons] 


| j 

} | Estt- 

1945 1947 | 1948 1949 | 1950 1951 mated, 
} 1952 


United Kingdom 70 61 | 212.74 | : .76 | 225.00 | 227 
Western Germany 35. 50 ‘ 87. 0: 118.60 | 126 
France d 4 

Saar l 16. 00 17 
Belgium 5. & 24.3 26. 69 : i 27.3 28. 70 
Netherlands f 11.03 2. 2 12. 40 12 
Italy f 2: 96 1.10 ] 
Portugal 3 39 

Sweden 3t 2 25 4 
Ireland 2: 2: 18 

French North Afric & 5 61 3 15 


3.20) 51.3 : 54.60! 57.5 


1.00 oe 


tal 281.03 | 364 395. 6 429.34 | 438.46 | 457.55 472 
for France do not include “‘high-volatile coal’’ of Provence, lignite from Hostensand small lignite 
rom Report of Organization for European Economic Cooperation 


Exutpir No. 2.—Coal imports from United States 


{Thousand tons] 


1951 


‘ount 
Country Second 6 


months’ 


estimates 


First 6 
months 


f Organization for European Economic Cooperation 


Exuipir No, 3.—Foreign trade of member cou 


{Million tons] 


1946 1947 


Imption 


percent of 4 


Report of Organization for European Economic Cooperation. 





ExnHiBit No. 4. 
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—Single trip vessel rates on coal from Atlantic ports to selected 


European destinations, June 1950 to December 1951, by months 


1950 
June 19 
July 10 
Aug. 14 
Sept. 11 
Oct. 16 
Nov. 20 
Dec. 18 
1951: 
Jan. 15 
Feb. 13 
Mar. 19 
Apr. 16 
May 21 
June 18 
July 16 
Aug. 20 
Sept. 17 
Oct. 15 
Nov. 13 
Dec, 24 


| $10.50 to $11.2: 


[Per gross ton} 


Dis- Dis- 
. al fee Bordeaux-Dun- | 7". 
Rotterdam charge kirk range charge 


rate rate 


Tons 
$3.25 2, ! { 000 
$3.25 2, £ 3.75 000 
$4.75 & $5.25 000 
$4.50 2! $: 000 
$4.50 2, i $i 000 
$4.35 to $4.60 a . 000 5 to $5 
$8.75 to $9.25 25 | 75 to $10.25 000 | $9.50 to $10 


$10.25 to $11 2, ! 511.50 to $12 ,000 | $11.25 to $11.7 
$13 to $13.50 2! $13.75 to $14.25 000 | $13.50 to $14 
$13.50 to $14 2° | $14.5¢ 000 |) $13.25 te 


13 to $13.50 2: $ 000 | $13.25 to $13 
12.50 to $12.75 2% $13.5 000 | $13.50 to 
ll. 
l 


50 to $12.25.._| 2, $12 $13 , 500 | $12.50 to $le 
0.25 to $10.75 f $11.75 00 | $11.10 to 
$11.75 to $13 2! $13.! 500 | $13 
$10.50 to $11.25 2,500 | $1: 500 | $13 
$10.50 to $11.25 500 | $i 500 , $13 

or 
OF, 


$10.50 to $11.2! 500 | $i 50) | $13 
2,500 | $1: 1,500 | $11.70to$ 


Source: From reports of W. W. Battie & Co., Inc. Coal Trade Freight Report. 


Exuisit No. 5.- 


Year 1951 


January 
February 
March 
April 

May 
June. 

July 
August 
September 
October 
November 
December 


Year 1951. 


1 Excludes Canada, 


U nite d States overseas ex ports of coal hy continenta 


1951, by months 
ANTHRACITE 
[Figures in net tons of 2,000 pounds] 
North and 


Central 
America! 


South 


curope 
A merica — 


34 53, 434 
38, 747 

54, 827 

148 70, 800 
476 ; 119, 394 
162, 766 

13 35 231, 370 
31 311, 228 

. 454 351, 623 
, 242 482, 06S 
276, 739 


2, 287 ! 273, 651 


2, 426, 647 


Source: U. S. Department of the Interior, Bureau of Mines. 
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BITUMINOUS 


[Figures in net tons of 2,000 pounds] 


North 
e r and South 
Year 1951 Central | America 
America !| 


Europe | Asia Oceania 
| 


‘ | 
January 26, 093 | 157, 516 | 


February 2, 735 199, 072 
March 10, 209 154, 093 | 
April 9, 997 199, 758 
May 9, 231 262, O87 | 
June 8, 807 | 296, 920 
July 9, 427 260, 293 | 
August 5 322, 947 | 
September 5, 562 331, 603 
October », 93 239, 738 
November 5, 053 257, 479 


December 5, 33 334, 697 


i i 
, 016, 505 93, 287 | 86, 912 | 
368, 638 | 8, 652 | ; 99, 831 | 
891,041 | 213, 706 | -----| 109, 006 | 
996, 679 | 7, | 4, 634 | 
227, 804 | , 685 | 4, 206 
104, 333 | 150, 737 831 | 
042,116 | 125, 293 , 861 
784,610 | 139, 292 | 91, 628 
,089,013 | 226, 787 , 264 | 
530, 478 57, 528 | 11, 197 i, 729 | 
832, 568 206, 897 59, 414 | 
, 041, 708 253, 8 52, 000 | 


“4 Se le 
| PPP YPOPNPPLNr! 


Year 1951 38, 05 3, 016, 203 , 925, 493 , 893, 11, 197 918, 316 


Ww 
oo 


1 Excludes Canada, 


Source: U. 8S. Department of the Interior, Bureau of Mines. 


Exursit No. 6.—Rail rates on bituminous coal for export from mine origin groups to 
Atlantic ports 


{Per gross ton of 2,249 pounds] 


To Philadelphia To Baltimore To Hampton Roads 


Effective dates From | From | _ From From From From 
Clearfield, | Westmore- | Clearfield, | Fairmont, |New River,| Kanawha, 
| land, Pa. | Pa. W. Va. weve, 1 ws Om 


Jan. 1 to Apr. 3, 1951 f a | y 3.74 
Apr. 4 to Aug. 27, 1951 3.6 3. SE 3. 54 | 3. 81 
Aug. 28, 1951, to date 3.75 04 | 3. 68 3.96 


Source; From railroad tariffs filed with the Interstate Commerce Commission. 


Senator Torry. Mr. Buckley, you have written a lot about coal. 
The question is this bill. Are we to assume you are in favor of this 
legislation and favor the bill, and want to see it passed? 

Mr. Bucktey. Yes, sir. 

Senator George. All right. 

The Cuairman. Mr. Kline, of the American Farm Bureau Federa- 
tion. You will recall, I suppose, the announcement that we have had 
to limit the time, but you will be free to submit your whole statement, 
if vou desire. 


STATEMENT OF ALLAN B. KLINE, PRESIDENT AMERICAN FARM 
BUREAU FEDERATION 


Mr. Kune. Thank you. 

Mr. Chairman and members of the committee, I am president of 
of the American Farm Bureau Federation, and appreciate this oppor- 
tunity to present a viewpoint with regard to this proposal which you 
are considering. In the interest of saving time I shall present the 
statement orally and — ont reading it. The statement is in — 
hands. We file with it, and wish to make part of the record’ and 
statement, an eae set ot resolutions of the American Farm 
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Bureau Federation which relate to the statement, and a group of 
charts which relate to a particular aspect of the European situation 
with which this proposition deals. 

(The statement of Mr. Kline, with its appended proposed amend- 
ments, and the charts referred to accompany the record, are as fol- 
lows:) 


STATEMENT OF ALLAN B KLINE, PRESIDENT, AMERICAN FARM BUREAU FEDERA- 
TION, BEFORE THE SENATE FoREIGN RELATIONS COMMITTEE WITH REGARD 
To THE Mourvau Security Act or 1952 


We appreciate the opportunity to appear on this bill. The present emergency 
is concerned with the defense of the United States. Also, in a very real way, it 
is concerned with the defense of the idea of personal liberty so intimately a part 
of the history of our country from its beginning to the present time. 

It is certainly true, further, that the concept of individual liberty and of the 
dignity and worth of the individual depends for its survival upon the United 
States. There is at this time neither any other country in the world nor any 
combination of other countries which would have the ability to protect individual 
freedom against the present threat, except as they join with the United States. 

Further, it is our judgment that our own strength depends upon our system of 
incentive and reward for the individual citizen, a system of freedom of choice. 
To maintain our traditions in this regard we must balance our budget in order to 
protect our currency from further debasement. This is not an off-hand opinion. 
It is a firm conviction, based on painstaking analysis. 

The productivity of the American way and the maintenance of high morale on 
our part are at stake. Further, these things are as essential to our defense as to 
our own future at home. We start with the proposition that our best and most 
effective defense will be one we pay for, without resort to direct inflation by the 
creation of a Federal deficit. This deficit could only be paid by cheapening money. 
This in turn would lead to the sort of Federal controls which are inconsistent with 
the economic and political principles which have been responsible for American 
suecess and her position of leadership. 

Last December, the American Farm Bureau Federation’s voting delegates met 
in Chicago and again gave considered attention to questions of policy involved in 
United States foreign-aid programs. They outlined, in the form of resolutions, 
those principles that farmers believe should be the basis for sound foreign-aid pro- 
grams, and which would best serve both the long- and short-term interest of the 
United States and friendly nations. 

It is our conviction that incorporation of the following principles into the 
foreign-aid bil! will give the United States more real mutual security for $2 billion 
less expenditure on our part. 

1. The United States should clearly state the objectives and prerequisites of 
further aid and extend aid only to those nations who undertake to build foundations 
domestically upon which the United States can safely make investments in mutual 
security 

2. The United States should undertake to help to raise living standards and 
the capacity for self-defense by encouraging maximum production in total and per 
man of all commodities including food, through technical assistance, by increasing 
the flow of sound capital investment, and through international trade. 

3. The United States should require the deposit to the account of the United 
States the equivalent in currency of recipient nations, or better still European 
Payments Union units or pound sterling, for economic assistance. These funds 
would be used by the United States to the maximum extent possible to pay for 
economic and military goods and services covering commitments of the United 
States for aid in the recipient country or to other countries, to develop new 
sources of strategic and critical materials or to buy these materials for United 
States stockpiling. In countries whose export potentials are insufficient to cover 
such obligations to the United States, these funds would be used to increase pro- 
duction for export, a part of the resulting production would be used to repay the 
obligation to the United States. 

4. Economie aid should have greater emphasis than military aid. Mr. Harri- 
man testified before this committee that defense support gives us several dollars 
worth of security for each dollar spent. I might add that defense support, as 
used in this connection, is what we mean by economic aid. Foreign-aid proposals 
inconsistent with the principles above should be opposed. 
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As we understand it, the present proposal is to extend the Mutual Security Act 
of 1951 for 1 year. This would effect an extension of the Greek-Turkish Aid Act 
of 1947, the Mutual Defense Assistance Act of 1949, the Economic Cooperation 
Act of 1948 as amended, the Act for International Development and others 
To carry out these undertakings, an appropriation of $7.9 billion is requested, in 
addition $2.2 billion is carried over. 

The proposals before you appear to be much the same as the Mutual Security 
Act of 1951 except that much more emphasis is given to military aid and corre- 
spondingly less to economic aid. The requirements for food, feed, fibre, coal and 
other products, which are essential for the economies of individual cooperating 
countries, and which are over and above what they can pay for by normally earned 
dollars, presumably are provided for indirectly by authority to transfer funds to 
European supernational agencies, by offshore procurement of military items, and 
by dollar payments for military installations. 

We do not seek advantage or privilege for agriculture as a whole, or for any 
commodity group within agriculture. Our record is clear. We have opposed 
consistently special privilege legislation in this field such as the amendment which 
was proposed to earmark ECA funds for the purchase of agricultural commodities. 
We do believe, however, that as citizens seeking the national interest and long- 
term national security, we should point out some basic relationship problems be- 
tween the United States and those nations encompassed by this Mutual Security 
Program which seem to us to have been overlooked completely or given far less 
emphasis than they deserve. 

We would like to make several points with respect to Western Europe generally. 
This proposal requests nearly $6 billion for Western Europe in addition to some 
$25 billion aid for this area appropriated since World War II by the United States. 
This reference is made to illustrate the fundamental and enduring nature, as wel! 
as the magnitude, of the problem of the relations between the United States and 
NATO area. 

The first point we make involves the impact of this program on our domestic 
economy) although we could just as well start at the European end. The pro- 
duction of 1 acre of cropland ir 10 in the United States goes to produce crops 
for export. One of the most important single factors affecting the American 
market for wheat, corn, cotton, soybeans, peanuts, dairy products, tobacco, and 
others, has been and still is the United States export market, principally. to 
Kurope. Any major loss of export markets for farm products would cause drastic 
shifts in domestic production and supplies of all agricultural products. 

A second fact we should like to discuss is even more important. In Western 
Furcope, the food of nearly one person in three is dependent upon imports. This 
dependence in aggregate amounts to over 500 million bushels of wheat, 300 to 
400 million bushels of feed grains, 50 to 60 million bushels of soybeans and pea- 
nuts, | million tons of rice, and 214 million tons of sugar, and over 3 million tons 
of fats and oils, to name only the more important ones. In fact, their dependence 
for fats and oils alone expressed in terms of soybeans or peanuts would amount 
to the equivalent of 300 million bushels. This is the residual dependence of 
Europe for imported foods even after very commendable increases have been 
made in theic own p.ioduction since the war. These figures, of course, must be 
approximate but their general order and magnitude is right. Now, in addition 
to these food dependencies to maintain a standard of living at the modest prewar 
level, the entire NATO area is dependent for its cotton, amounting to from 6 
to 7 million bales per year, for about 600 million pounds of tobacco, and lesser 
quantities of other important agricultural commodities including fruit, wool, 
and others. Imports of coal, petroleum, and other raw materials are vital to 
European existence, too; however, we wish to concentrate our attention in this 
statement on the matter of Europe’s agricultural dependence. So our second 
point is that the NATO area is inextricably dependent on imports of food, fiber, 
and raw materials. 

The third point we make on this matter is that the world supplies of agricultural 
products available to cover the increasing requirements of the NATO nations are 
generally diminishing vear by year. This is particularly true of supplies from 
former European colonial dependencies in Asia, as well as from Australia and the 
Argentine. To a large measure it is now true, and indications are that it will 
become increasingly apparent, that these vital European requirements must come 
more and more from either the dollar area or the Communist ruble area. Sup- 
plies of these vital agricultural needs are just not available in sufficient quantities 
elsewhere. 

The accompanying chart on the international supply and movement of wheat 
dramatizes the problem. Western Europe’s demand for wheat has been increased 
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by a 12-percent addition to the population. In spite of this increased demand, 
the supply coming from Eastern Europe, Australia, and the Argentine together 
has dropped nearly one-half in comparison to pre-World War II. Australia and 
Argentine exports continue to diminish. To take up these deficits, Canada in- 
creased her exports of wheat to Europe by 10 percent and the United States by 
650 percent. The upheaval of: World War II and the readjustments of the 
world’s food economy have brought United States agriculture into a new rela- 
tionship with the rest of the world. (World supplies of soybeans, rice, and 
cotton, their movement in world markets, and the changes that have taken place 
are shown in the appended charts.) 

It should be noted that these charts do not make it clear that while there has 
been a great reduction in the Communist nations’ exports to Western Europe, 
still the countries of Western Europe continue to receive very sizable supplies of 
grain, coal, and animal products and raw materials from behind the iron curtain. 
The Communists use Western Europe’s dependence for these products to bargain 
for the maximum war potential in the form of tin, rubber, machine tools, ball 
bearings, electrical and transportation equipment, and requisites for armaments. 

What we have tried to point out here is that United States agriculture is geared 
to a very large European export market. Second, that Europe is and will con- 
tinue to be dependent on very large imports of food and fiber. Third, that sup- 
plies to cover these vital requirements are just not available this side of the iron 
curtain and outside the dollar area. Fourth, since the United States became a 
creditor nation, payment by the European nations for these essential imports 
has been a basic problem. It remains the fundamental problem in the relations 
between these two great areas now and its solution is an essential prerequisite to 
any enduring mutual security involving Western Europe and ourselves. In the 
period from 1934 to 1938 United States exports to Europe averaged about one- 
half billion dollars a year more than imports from Europe. Since 1946 our 
exports to this area have averaged around $5 billion per year more than our 
imports. 

These four points concern the fundamentals of mutual security. Without a 
solution of the problems involved on an enduring basis, any mutual security 
program is built on quicksand. 

The mutual security proposal of 1952-53, from its outward appearance, seems 
to have been written without regard to these essential international relations. It 
deals with mutual security as though it were primarily a military operation 
rather than as put by the Commander of the NATO forces in Europe that there 
are three aspects of mutual security; first, the spiritual, which is the will and 
determination of free peoples to defend liberty and to resist aggression; second, 
the economic side which is the defense of the economic capacity and strength 
with which to support defense measures and at the same time provide for the 
economic woll-being and stability of their countries at peace; and third, the 
development, organization, and equipment of the necessary military forces to 
which he referred to as “‘the cutting edge of the nation that generates the power.” 

People must eat and be clothed. These are the prime requisites of existence. 
Governments of nations which are so dependent upon imports of food, fiber, and 
raw materials must aline their economies with permanently dependable sources 
of these necessities. Over the next 10 years the political alinements of Europe 
will tend to be oriented to a dependable source of those supplies which are essential 
for the maintenance of their economies. Europeans can make no firm decisions 
to aline themselves politically and militarily with the west until they can be 
assured of a dependable supply of food and raw materials from the west. This 
involves not only available supplies in the international market but a domestic 
production adequate to pay for these supplies. In addition, there must be the 
sort of trade among the nations of the west which is consistent with the foregoing 
necessities. 

Until this sort of trade 1s established Europe’s military defense will be weak 
because they are based on insecure economic foundations. ‘The joint defense of 
freedom in America and among our members in the free world depends upon the 
will of free citizens to defend. In turn the morale of the people is a natural con- 
sequence of increasing progress resulting from intelligent application of the 
techniques of free people to the problems of production and distribution. Further, 
without the sort of trade which insures a source of food and a means of paying 
for it, there can be no such determination on the part of the citizens of Western 
Europe. 
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The following illustrations dramatize the imperative need to develop a program 
designed to meet these needs: 

1. United Kingdom: The need for additional supplies of meat in the United 
Kingdom has necessitated additional imports of feed grains. Unable to sell 
sufficient of her exports to earn the dollars, the United Kingdom agreed last fall 
to buy from Russia 11,000,000 bushels of corn, 16,000,000 bushels of barley, 
2,800,000 bushels of oats, and 7,400,000 bushels of wheat. The British were 
required to pay in sterling expendable throughout the sterling area for rubber, 
tin, wool, and such manufactures and other products as were not on the prohibited 
list. 

2. Western Germany’s trade agreement with Hungary for 1951 provided that 
Hungary sell $33 million of bread and fodder grain, oil seeds, sugar, fresh and 
canned vegetables, meat, pigs, cattle, and poultry. German exports to Hungary 
to pay for these foodstuffs included iron, steel, chemicals, machinery, and elec- 
trical equipment. 

3. Sweden’s trade agreement with Poland for 1952 requires Poland to send $68 
million in exports including 3,000,000 tons of coal, 3,700,000 bushels of wheat, 
plus sugar, corn, and chemicals with Swedish shipments of $48.6 million in iron 
ore, ball bearings, and machinery with the difference paid by the Swedes in 
sterling. 

4. Denmark’s trade agreement with U. 8S. S. R. exchanges Danish manufac- 
tures, butter, and pork for rye, wheat, and oats essential for the Danish livestock 
economy. 

5. Egypt, whom the west desires to have cooperate in defending the Suez 
Canal, feels obliged to exchange cotton to Russia for wheat and cotton to Czecho- 
slovakia for sugar, neither of which can be bought for sterling or are available 
in sufficient quantities outside the dollar area except behind the iron curtain. 
Europe needs the cotton badly but is unable to pay for these additional quantities 
from Egypt either in a foreign exchange which will buy what she needs or in 
commodities equally essential for Egypt’s economy. 

To summarize, the United States is sending industrial products to Europe 
under MSA, although Europe’s major need is for food and raw materials, and by 
such policy causes Europeans to supplement their requirements for such foods 
and raw materials by exchanging industrial products and critical materials with 
iron-curtain countries. The implications of these stark realities are not met in 
this proposed Mutual Security Program. 

It is our considered opinion that the program as now conceived does not make 
the contribution it could to either the short- or long-term best interests of the 
United States. Consequently the American Farm Bureau Federation is with- 
holding its support of-the bill as now drafted. The reasons for this position are 
as follows: 

1. It relates the extraordinary military and economic needs of cooperating 
nations bilaterally to the resources of the United States rather than to those of 
the whole free world. It is therefore unnecessarily burdensome to the United 
States economy. 

2. It pursues a policy under which the share of the burden of maintenance of 
mutual security borne by the United States is more likely to increase than to 
diminish. 

3. It provides and emphasizes military exports to the NATO area of products 
they should prepare to provide for themselves, with unemployed or underem- 
ployed capacities and resources. These same countries and allies must buy 
many materials either from the dollar area or from iron-curtain countries. In 
case they are forced to buy from the latter, they must pay with war potential. 
The whole procedure results in new and additional requests for direct military 
assistance from the United States. 

4. Finally the present proposal would gear the European economy to de- 
pendence on United States industry when Europe’s basic dependence is relatively 
far greater on United States agriculture. Europe’s industry can be expanded far 
more than its agriculture with its limited land area. Domestically the proposal 
concentrates pressures of the foreign-aid program on those sectors of the United 
States economy already most heavily burdened by our own defense program. If 
a dependent relationship of the European economy to American industry were 
in the long run to the mutual interest of both the United States and Europe, this 
approach would be worthy of support. The reverse is true. The long-run 
mutual interest clearly relates the European economy to the American agricul- 
turaleconomy. This short-run excursion in the opposite direction is indefensible. 

The cost of the foreign-aid program to United States taxpayers will be sub- 
stantially reduced if the direction of our policy is to help the NATO nations use 
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their own manpower, resources, and skills increasingly to provide their own 
military requirements and to aid them to obtain food and raw materials which 
will make it possible for them to do so 

In short, we believe that the Mutual Security Program as now conceived will 
not provide the best basis for United States security, overlooks the nature the 
basic problems of our partners in mutual security, and will endanger olveney 
of our own economy 

As pointed out in the beginning of this statement, the American Farm Bureau 
Federation members have for several years been giving increasing attention to 
United States policies in connection with foreign aid We certainly would not 
have vou believe that our proposals offer a panacea to these great and complex 
international problems. We do believe that the propositions presented herein 
offer sounder and better solutions than those before vou 

Suggested amendments to accomplish the foregoing are included to the appendix 
attached These amendments would permit the MSA Administrator to do 
everything he is now authorized to do under existing or proposed legislati In 
addition, they would give him greater flexibilitv in the use of funds ar rovide 
procedures which would give us more military security, econ ally stronger 
allies with greater reason to defend themselves and save nearly $2 billion in this 
one year alone We hope the committee will study critically t] ro} and 
incorporate them into the bill which vou recommend t he Senate as a whol 

1. Objecti To give the United States full title to tl nterps ds and 
authorize their use in lieu of appropriated dollars for increasin omic produc 
tivitv and for defense of cooperating nations and al for the a opment 
sources and for stockpiling straregic and critical mater 
States over the next 25 to 50 vears in increasing qua 

Add a subsection to section 3 to amend see 
( ooperation Act of 1948 as amended by iMncorporatin 
following: * Depositing to the account of the Unite 
such country, in European Payments Union units o1 
dollar cost of anv commodity or service made availa 
the United State under this Act: Provided, That 
only as may be agreed upon by such country and the 
of the following purposes before additional dollar 
a) To provide necessary local currencies for 
are designed to promote greater econom 
sarv local expenses Ol | nited states personnel; 
United States stockpiling, and (c) to cover Unit States commitment 
other friendly cooperating countries from their existing productiy 
such capacity is adequate. If productive capacity 


part local curreney or Kuropean Payments Union units of cour 


should be used for loans within a country to develop such producti 


which case part of the production arising fr ich loans sha 
their repayment F 

2. Objective The United States should clearly state objectives and prerequi 
sites of further United States aid and provide aid only to those nations who 
undertake to build a domestic foundation within cooperating countries upon which 
the United States is warranted and can safely make investments it 
security 

Add a further subsection of see. 3 of the Economie Cooperation Act of 1948 as 
amended to amend see. 115 (b) which might read: ‘No assistance under authority 
f this Act shall be made available nor shall any funds appropriated hereunder be 
expended until an agreement is entered into between each country and the United 
States providing for the adherence of such country to the purpose of t1 

hy 


mutual 


a) Assistance shall further be contingent specifically upon the foreign countries 
nvolved satisfving our representatives that there is a sincere desire to create 
conditions in that country which enable the citizens successfully to attack 

sary want, misery, and social inequality and which will remove barriers to oppor 
tunities, the lack of which bree d discontent: bb) to undertake § 

to stabilize its currency, increase production, and balance: a 
c) to stabilize its currency by increasing production and balancin: 
budget; (d) to cooperate with other countries to reduce trade barri 
trade; (e) to honor promptly United States-approved requests 
cooperating nations against United States owned local currency 
Payments Union Units, and (f) to prohibit the reexport of goods rece 
United States to unfriendly countries and to prohibit the export 
materials to such countries.” 
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3. Objective-—To reverse the prohibition in the use of funds appropriated under 
the Mutual Defense Assistance Act of 1949 and instead encourage the production 
of military items among cooperating nations with those funds. 

Add a further subsection to section 3 to amend section 104 of the Mutual 
Defense Assistance Act of 1949 which might then read as follows: ‘‘(a) No funds 
authorized for the purposes of this title shall be used for procurement at prices 
higher than those quoted in the United States, adjusted for differences in the cost 
of transportation to destination and for quality; (b) to the limit consistent with 
military expediency, and with the above, aid pursuant to this title shall be used 
to encourage the maximum production and/or supply of mutual defense needs 
from among cooperating countries in order to make the minimum demands upon 
the resources and economy of the United States, to give productive employment 
among cooperating nations and to give the people of each country a fuller sense 
of partnership in the common defense and to discourage overreliance upon thi 
United States by cooperating nations.’ 

4. Objective-—To limit the use of appropriations under the Economic Coopera- 
tion Act to economic assistance as was provided prior to 1951. 

Amend section 3 (b) to read: “There is hereby authorized to be appropriated to 
the President for the fiscal year 1953 not to exceed $— — (excluding assistance 
to further European military production) to carry out * * = *.” 

5. Objective —To assure that the unexpended balances of previous appropria 
tions are used according to the amendments suggested herein. 

Add a further subsection to section 3 which might read: ‘“Unexpended balances 
of appropriations continued in this Act shall be subject to all the provisions of 
this Act.” 

6. Objective-—To establish a procedure whereby no appropriated dollars would 
be used to cover United States commitments of military or economic aid or tech- 
nical assistance until the administrator had sought first to cover them by counter- 
part funds, thus minimizing the demand for appropriated dollars and the drain 
on United States resources. 

Add an additional section which might read: ‘Expenditures shall not be made 
pursuant to sections 3 (d), 4, 5, 6, 7, 8, and 9 without the administrator having 
considered private bids payable under provisions of section 115 (b) (6) of the 
Economie Cooperation Act of 1948 as amended and as further amended herein, 
the administrator acting under procedures established by him to carry out. the 
intent of this subsection.” 

7. Objective —To bring technical-assistance programs of MSA, TCA, ITAA, 
and coordination with the United Nations technical assistance, under one agency 
to redefine technical assistance as the export of know-how and assistance in its 
use, and to limit technical assistance to that definition, and finally to prevent the 
perversion of this sound idea by the use of money for a variety of other purposes 
under the cloak of ‘‘technical assistance.”’ 

(a) Repeal section iii (a) (3) of the Economic Cooperation Act of 1948 which 
authorizes technical information and assistance. 

(b) Amend title IV, Public Law 535, Eighty-first Congress, by adding section 
419 to read: “It is henceforth the intent of the Congress, all laws to the contrary 
notwithstanding, that (a) all United States technical assistance to cooperating 
nations shall be administered under a single agency to be known as the ‘Technical 
Cooperation Administration, which shall be administered within the Mutual 
Security Agency.” 

(c) TCA activities shall be limited to those which support directly the interna- 
tional interchange of technical knowledge and skills designed to contribute to the 
balanced and integrated development of the economic resources and productive 
capacities of all and any nations authorized to receive United States aid pursuant 
to section 511, Public Law 165, Eighty-second Congress. 

An additional section might read: ‘‘striking all reference to technical assistance 
and include in one section, $53,000,000 to be used pursuant to title LV, Public Law 
535, Eighty-first Congress, $13,000,000 of which are authorized to support multi- 
lateral technical-assistance programs.”’ 

Based on firm and defensible convictions that many of these requirements can 
be met in the methods proposed above, we recommend changes in appropriations 
in the order of magnitude indicated below: 
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Amount recommended 
H. R. 7005, previous act, area, and purpose MSA 1951 
H. R. 7005 AF BF Difference 


3 (a) MDAA 1949, NATO direct military 5 000 145 000, 000 1, 145, 000 
3 (b) ECA 1948, NATO, defense support 000 $79, 000 +500, 000 
4 (a) Greek-Turkish aid 1947, military assistance; 
MDAA 1949, Iran, military assistance 250 i, 370 300, 000 305. 400 
4 (b) ECA 1948 and AID 1950, Africa and Near East, 
economic and technical assistance Yt}, OOO Wf 100, 000 
UNPRAA 1950, Palestine, refugee aid 50, 115, 090 i 80, 000 
MSA 1951, relief to refugees, Israel 2b, OOO — 8. OOO 
MDAA 1949, China, Philippine Islands, Korea, 
rilitary 535, ¢ , 230 $11, 200 
5 (b) 302, MSA 1951, China and Philippine Islands, 
economic and technical assistance 7, 000 208, 000 
5 (f) FEEA 1950, Korea, goods and services ; . 500 fi $2, 500 
6 MDAA 1949, American representative, military 
assistance 38, 15 . 400 5, OO 37, 40 
AID 1950 and Institute of American Affairs, technical 
assistance 1, 25 , OOO 22, QUO 
7 (c) New, Europe, assistance to migrants 00 7 , OOO 
ECA 1948, Europe, pay freight gifts su 1,009 1, 800 
8 (a) MDAA 1949, all, excess equipment and material , 000 2— 100, 000 
8 (b) MDAA 1949, all, transfer military equipment 
9 (a) AID 1950, backward areas, United Nations tech- 
nical assistance 
AFBF, new, AID 1950, backward areas 


Total 


? Transfer of military supplies, goods, and services not included in total of this appr 
adding these savings to those of other appropriations make a total saving of $1,905,3 
3 Balance of contracts at any time May not exceed $700,000,000 


1 $509,000,000 increase to take off pressure on Western Europeans to trade with ir 
it 


ABBREVIATIONS 


Al1)—Act for International Development MDAA—Mutual Defense A 


fe 
AFBF—American Farm Bureau Federation 1 NATO —North Atlantic Tr 


EC A— Economic Cooperation Act UNPRAA—United Nations Pal 
FEEA—Far Eastern Economic Assistance Act i Act 


RESOLUTIONS FOR 1952, AMERICAN FARM BUREAU FEDERATION 
INTERNATIONAL AFFAIRS 


American Farm Bureau Federation resolutions on international affairs are 
addressed to world problems whose solution can no longer be postponed or side- 
stepped. The foreign policy objectives of the United States should be: (1) Te 
help maintain freedom for those who have it and regain it for those who have lost it 
It should be the objective of the United States to help to expand freedom, to hely 
people to realize their opportunities as well as to understand their responsibilities, 
and assist them to expand these opportunities within a governmental framewor! 
which assures freedom and equality. It is the responsibility of the United States 
to pursue those policies that can he!p them to help themselves; (2) to improv 
economic well-being of nations through technical assistance, increasing the flow 
of capital investment and trade, and extending credit in the form of food and the 
means for increasing economic productivity; (3) to build quickly sufficient militar: 
defense together with friendly cooperating nations to help protect them from 
aggression and the fear of aggression in order to permit them to improve their 
economic and social conditions and give them confidence in the future $) to 
achieve real evidence of progress in friendly cooperating nations in order both to 
expand production and offer greater opportunities for individual citizens; and (5 
to accomplish these vast undertakings without destroying or impairing the stabilits 
of the United States economy, its economic system, or its free institutions 

The United States should state prerequisites for economic, political, and military 
accomplishments as conditions to United States aid. If we have not the courage 
to make such conditions and would-be recipients have not the strength to comply, 
then we commit ourselves without limit—a commitment the acceptance of which 
could destroy us. 

The above objectives should be included in comprehensive foreign programs i: 
which every element of the United States relations and contacts with other 
countries is made consistent in support of our over-all national interests and 
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security. Established policies and programs inconsistent therewith should be 
modified to conform. United States foreign trade, international credit and 
monetary policies, immigration, economic and technical assistance, military 
collaboration, diplomatic relations, and activities to bring understanding should 
all be used for mutual defense, and for promotion of our ideology of freedom, 
equality, and opportunity for all. This will best support and protect our national 
security. 

The nonmilitary phases of United States foreign relations are, for the long run, 
far more important and will play a major part in determining the outcome of the 
present struggle; vet these aspects of United States relations are more complex, less 
dramatic and colorful, and enioy less popular support than military aspects. 
Programs to protect the national security will require courage and deep conviction 
which must, in turn, rest upon a broad popular understanding of the complex 
United States foreign-policy issues. 

The American Farm Bureau Federation believes that the following national 
policies would reduce international tension and protect the national security ata 
minimum cost. 

Nori Previous resolutions not in conflict with the above resolutions are 
reaffirmed. 





ECONOMI AID 


It is recognized that in the national interest and in the interest of the com- 
munity of nations, the United States may be required to provide further aid to 
other nations. We are nevertheless convinced that national policies should con- 
template gradual reduction and eventual elimination of foreign assistance at the 
earliest possible date. The American Farm Bureau Federation believes that the 
question of how to develop national programs for international cooperation to 
keep peace without destroying our own economy and free institutions is one of 
the most important of national issues. It is essential to devise methods and 
procedures to relate the extraordinary military and economic needs of all cooper- 
ating nations to the resources thereof and not to the resources of the United 
States alone These policies are expressed in the following principles on economic 
aid 

1) Countries receiving economic aid should deposit counterpart funds to the 
account of the United States for the full commensurate cost of the goods received. 
The funds of this account should be utilized only as agreed upon by the recipient 
and the United States for one or more of the following purposes: (a) To provide 
necessary local currencies for carrying out only such projects as are designed to 
promote greater economic stability within the country and necessary local ex 
penses of United States personnel; (6) for strategic materials for United States 
stockpiling; and (c) to eover United States commitments of aid to other friendly 
cooperating countries from their existing productive capacity, if adequate. If 
not adequate, the counterpart local curreney should be used for loans within the 
ountry to develop such productive capacity Part of the production arising 
om such loans should then be used for their repayment. The same procedure 
would apply in countries that received United States aid through other friendly 
cooperating countries 

2) Every effort should be made to encourage the production and supply of 
and defense need 


dollars and achieve over-al 


( 
; 
i 


economic among friendly cooperating nations in order to save 
objectives within the limits of military expediency 
This principle would minimize the demands upon the resources and economy of 
the United States and provide productive employment to people of friendlv co- 
operating nations and give these people a more complete sense of partnership in 
common defense, so vital to the total suecess of our joint efforts. 

3) The United States should ciearly state objectives and prerequisites of 
irther United States aid and extend aid only to those nations who undertake 
to attack the want, misery, social inequality, and lack of opportunities which 


j } 


breed discontent; (b) to promote agricultural and industrial production and to 


] 
i 


pro itations of production or trade essential to the objectives of free 
people for gainful employment and higher living standards; (c) to stabilize their 
currency by increasing production and balancing the national budget; (d) to co- 
operate with other countries to reduce trade barriers and increase trade: (e) to 


honor promptly United States-owned local currency; and (f) to prohibit the 
export of goods received from the United States to unfriendly countries and to 


prohibit the export of strategic materials to such countries 
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(4) All United States aid should be coordinated through a single independent 
Government ageney with a bipartisan public advisory board and an interagency 
coordinating committee. The American Farm Bureau Federation opposes the 
extension of further economic or military aid not consistent with the above prin- 
ciples. We believe that economic aid should have greater emphasis compared 
to military aid than was indicated in the Mutual Security Act of 1951. 

(Notrr.—Previous resolutions not in conflict with the above resolutions are 
reaffirmed.) 


PECHNICAL ASSISTANC! 


Technical assistance for economic and social development of friendly coopera 
ting nations, which costs relatively little, solves fundamental problems, and en- 
genders good will for the United States, should have great emphasis in our foreign 
relations. Programs should be directed toward increasing productivity and im- 
proving educational, medical, and other useful services to improve standards of 
living. Since most of the people in these countries derive their living primarily 
from agriculture, it is Our peculiar responsibility to be concerned with such prob- 
lems. Technical assistance should seek balanced economies to provide not only 
more food, but also more production generally as well as useful services. The 
fundamental thought in technical-assistance programs should be to shi ou 
knowledge so people may help themselves through their own human and 
resources. Insofar as possible, understanding farmers should | 
direct such aid. 

Direct. technical assistance should maintain its identity 
program to other countries within a coordinated foreign-a- 
tion. Under a Federal grant-in-aid program, colleges and 
encouraged to assume responsibility for technical assistan 
friendly cooperating countries. 


INVESTMENT CAPITAL 


There are vast opportunities for investment of United States capital abroa 
The United States should ar e commercial treaties wit! intries, especia 
underdeveloped countries. aim should be encouragement of better us 
natural resources and suitable industrial projects by the use of private cay : 

We urge international cooperation to encourage investment of private capital 
abroad in useful projects and support sound standards for safeguarding - 
vestments. In general, United States investors should be assured that 
given treatment in foreign countries comparable to that which domesti 
have, and that it is reasonably comparable to the 
vestors in the United States. 

In planning this program, we recommend that due consideration 
maintaining a proper balance between agricultural and industrial 
in the participating countries. Expansion of in v in underde\ 
is essential in order Lo provide job Opportunith Ss, Imcreé urchasing 


raise the living standards of the population. 


Tang 
The 


IMMIGRATION 


United States immigration policy should be made to serve and support the 
over-all national policy on international relations. Study should be given to a 
substitution of selective immigration for our present quota basis. Persons should 
be admitted who have demonstrated ability to advance the general welfare and 
whose technical skills, techniques, and labor are needed to supplement our own, 
either by naturalization or by issuance of 2-vear renewable visas revocable at all 
times for cause. 

(Note.—Previous resolutions not in conflict with thi 
reaffirmed. 


BUILDING SECURITY THROUGH STRENGTH 


Mr. Kune. In the first place this is, of course, the heart of the 
matter of creating security. We are convinced that security for our 
kind of world and for the freedom to which we are dedicated depends 
in a very real way on the United States. What I mean is that there 
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is no other country in the world, nor any combination of other coun- 
tries, Which would currently undertake the job of defending liberty as 
we have known it, individual liberty, except as they join with the United 
States. This means that the United States must be successful, as a 
nation of free people, and we are convinced that this matter of incen- 
tives, of freedom of choice for the individual, depends upon our being 
able, in a time like this, on a continuing basis, to prevent further 
depreciation of the dollar by the simple means of balancing our 
Federal budget; or to say it precisely, we believe that our defense 
will be better accomplished if we get the maximum efficiency in 
domestic expenditures and if, further, we buy for ourselves that 
amount of defense which we are prepared to pay for without a deficit 
A deficit, at this time, would simply mean that we would pay for it 
with new money and by cheapening all money income and savings. 

The situation to which this is directed concerns, of course, not only 
Europe but the other countries who might cooperate with us. We 
have indicated that we sincerely believe in the efficacy of the technical 
assistance program, so-called. 


REDEFINING OF TECHNICAL ASSISTANCE 


Properly understood, this is a system of exporting know-how and 
assistance in making the know-how understood and usable, working 
it into the economic and political systems of the countries involved. 
As such it is not a very expensive program in money, and we are 
concerned lest there be an effort made, and a successful effort, to cover 
a great deal of what is actually aid, material things, in a program which 
is called technical assistance. We want to redefine technical assist- 
ance. We need a clear definition that it is the export of know-how 
and assistance in the development of usability for this know-how. 

We have made several basic points with regard to the approach 
which makes sense for the United States, as we see it, and which we 
believe ought to be basic for consideration of the proposal which is 
before you. We think we ought to state clearly on the part of the 
United States the objectives and prerequisities of further aid, and 
extend it to countries on the basis of agreement that they are willing 
to meet these objectives. 

Second, we think that we should undertake to help raise the living 
standards of those countries, and that the countries ought to agree to 
do the sort of thing which will enable their citizens actually to improve 
production per map and to get a firm base for improving their stand- 
ards, for making progress and for being in a firm situation where they 
can have the will to defend, the economic base for defense, and then 
the military strength based firmly on the will and the economic base. 

We think this ought to be part of the agreements we make with the 
individual countries with regard to the use of any funds which we 
appropriate for the purposes of this proposal. We believe further 
that we should require the deposit of the counterpart funds arising 
from economic assistance to the credit of the United States so that we 

can accomplish the objectives which we have just stated. 
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IMPORTANCE OF DEFENSE SUPPORT 


We believe further that what is called defense support is of greater 
importance than we are giving it, and that in the long run this may be 
more important—in fact, we believe it is more important—than the 
direct export of military end items. 

| should like, in this connection, to point out that the basic situation 

1 Europe is one where we should like to create, and where they 
ce orale would like to have a continuing basis where they can hope to 
survive and to be free. Their greatest single lack is a lack of food. 
The question raised is, Are we able to furnish this food? 

Since the war we have been exporting, in round figures, the product 
of 1 acre in 10. If we should discontinue this sort of export there will 
be great repercussions in the United States and the use of land for 
other crops than the export crops would vitally affect the supply and 
demand for all export farm commodities in the United States. 

But this is a relatively minor proposition. The major proposition 
is in Europe. In Europe approximately one-third of the people, one 
person in three, lives on food imports. These imports they simply 
have to have. This is not a question of choice. They have to have 
it to live. They have to have a firm basis for these supplies before 
they can make firm commitments of any kind to anybody. 

There are two major sources. They are behind the iron curtain 
and in the dollar area. I have some charts that I wish to present at 
this time, because they show clearly what has happened prewar 
versus the present in this problem of Europe’s imported food supply. 

The frst chart is a chart which shows that there was a considerable 
import out of the Far East and that there was a trickle from the 
United States of soybeans, and that postwar—the top chart is pre- 
World War II, the bottom is postwar—there is a trickle out of the 
Far East and that the imports now come out of the United States. 

The next one is rice, relatively unimportant tn the European 
economy, but it shows in the top one very clearly that the imports 
came from the great old rice bowl before the war. They just don’t 
come now. And so far as they can, the come from some place else. 

The next one is cotton. Cotton imports before the war, you wil! 
note, came very considerably from Pakistan and they came from 
Egypt, and vou will note that these imports to Europe have been 
verv drastically reduced. Imports from the western area have been 
about stable. 

What this means is that Europe is using less cotton because of the 
substitutes. But nevertheless there is a dramatic dependence here 
on imports from the United States, and in this instance in the year 
quoted here, which was 1950, they were 4.3 million bales. 

The most dramatic is wheat. You will note a considerable export 
to Europe from Australia before the war, somewhat more from 
Argentina, a very large import from Canada, a trickle from the 
United States. Since the war, Australia’s population is increasing 
and there was a trickle from Argentina. In the year we have shown, 
which is the average 1946-48, a considerable import. Argentina is 
actually on an import basis itself now. Canada increased 10 percent, 
a modest increase; the United States is up six-hundred-odd percent. 
This was 423,000,000 bushels in the average of these years—the 
average import into Europe from the United States. 
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United States total exports to Europe. This is a reorientation 
We deal now not with theory, not with imagination. We deal with 
facts. There has been a reorientation. Europe is depending on the 
dollar area. Note the top figure, $747 million in exports prewar 
Note the bottom; this is 1950 $2,876,000,000 in exports from the 
United States to Europe of agricultural products. There is a de 


pendence on thei part not for something they might want but for 


something they have to have. These are necessities. 

These things are going to be either purchased in the dollar area 
or they are going to be purchased behind the iron curtain. Europe 
has no choice. To live she must have them. 

Let us look at the other available sources. We have already dis 
cussed Australia and Argentina. If there are questions on this we 
wood be happy to discuss it further. You know the situation in 
the Far East. 

Here is a situation, merely a statement of fact. You will find in 
what we have presented to vou, on page 7, some particular instances 
of deals which various European countries have made with countries 
back of the iron curtain, and which are illustrative of the absolutely 
essential nature of trade in food for Europe. They cover the United 
Kingdom, Western Germany, Sweden, Denmark. 

The Cuairman. You have already exceeded your time by a couple 
of minutes, but I want to be generous with you. We will give you 
another minute now, and then you may file the rest of your statement. 
I thought you would like to have a minute to sort of summarize 

Mr. Kuinr. Thank you, oy 

What we are saying here, what we are pointing out, is that unless 
we make possible this sort of orientation, the orientation with the 
food supply and the raw materials supply back of the iron curtain is 
inevitable; that it will be paid for by virtue of the fact with war 
potential back of the iron curtain, and that they would then come 
back to us and insist on our making further commitments of strictly 
military equipment. We shall be far safer in the long run if we try 
to develop that sort of situation on the basis of which they can de- 
velop production and then with that production develop trade with 
us so that we do not try to make them dependents of ours, but we 
make them jointly strong oe working with us for their own 
defense, with the will to defend, the economic basis for defense, and 
with the maximum part of the development of their own equipment 
for their own defense. 


AMENDMENTS PROPOSED 


There is appended hereto a set of amendments which would save 
approximately $1.8 billion, which we are confident would not only 
accomplish the amount of defense which the proposals before you 
would accomplish, but will actually give us a far greater and sounder 
and more enduring basis for defense. On these proposals we shall 
be happy to work with you from time to time as this act comes for 
ward, with the intent and purpose of creating a sounder and a mor 
enduring basis for the defense of freedom itself 

The CHainman. Are you for the bill as it stands? 


\Ir. Kure. No, sir. 
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The CHairRMAN. You are for it subject to your amendments? 
Mr. Kune. Yes, sir. 

The CuarrmMan. Very well. Thank you very much 

Are there any questions? 


IMPORTANCE OF FOREIGN TRADI 


Senator Futsrigur. Mr. Chairman, I just want to take this 


a ak 
opportunity to thank Mr. Kline for his farseeing policies in this foreig 1 
trade. Particularly I have reference to his support of the recent 
action on section 104 of the Defense Production Act. I think the 
Farm Bureau has studied this matter and is certainly on the right 
track, and I want to thank you, Mr. Kline, for what vou have done | 

the past in helping on some of these matters before the Congress 

Mr. Kune. Thank you. Could I comment on this answer, Mi 
Chairman? 

The CuarrMan. Let me say a word, and then you may comment 

I think the Farm Bureau is a great organization, and Tam ¢ 
have vou here as its representative to express your 
views of your organization, 

Now you may respond. 

Mr. Kure. Thank you. 

The reason for this viewpoint, Senator Fulbright, is involved 
the total balances of trade. We are either going 
people or we are going to give them things on 
which does not make very good sense from either their standpoint o1 
ours, or we are going to drop them and admit we can’t do it. When 
you take the total figures on agricultural exports, the question of 


to trade with thes 


a continuing basis 


whether or not we are going to get imports in is very importa 


tL LO 
farmers as well as to everybody else. We simply understand what 
the situation Is. 

Senator FutBricut. That is exactly my view of it, and [ think vou 
have a big educational job in enlightening the people in the farm 
States as to what their own interest is. In this ease I think it coin- 
cides with the Nation’s interests very definitely, but I was very 
disappointed that some of the people representing the great farm 
States, great exporting States, were not able to see the light of the 
position which the Farm Bureau took; 1 mean, States which produce 
wheat particularly, which is a great export commodity, and vet they 
do not seem to understand that if they are to continue to prospet 
they cannot if they shut off all legitimate imports. 

I know of no better people to educate them than yourselves 

Mr. Kuine. We can work on it. 

Senator Futsricur. | do think you have shown a very enlightened 
attitude toward this whole matter ever since | have followed it, but 
| particularly became aware of your work there and appreciated it 
very much. 

Mr. Kure. Mr. Chairman, a final comment. [| do sincerely regret 
the inability, for lack of time, to make more clear some of the proposi- 
tions which we have put forward. It is, it seems to me, regrettabl 
that it takes so much time for the Government itself to present its 
own case that we as citizens come in with a basic viewpoint and a 
different one and are required, in LO or 12 minutes, to try to present 
the case. 


SEBUES 
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However, | am very happy with the opportunity to continue to 


work with the committee on this thing, and appreciate thi: 
opportunity. 


RIGHT APPROACH TO TECHNICAL ASSISTANCE 


Senator Futsricur. | would like to make one further comment on 
this polat 4 program, in which I have beea very much interested 
It seems to be basically similar to the county agent system to whic! 
our Farm Bureau has been so close. | have not nad a cance to read 
your statement; I am sure you treat it in there. Lam sure there 
# great opportunity for the Farm Bureau to make a coatribution in 
the direction and the operation, by advisers, certainly, and I think 
many of your people might very well participate in it, because th: 
problem seems to me to be very similar to the problem of agricultur: 
in this country 50 vears ago in many parts of the country. It is a 
activity whie h your organization is especially well qualified to assis 
and to help advise in the direction of. 

Too often we get people in the direction of these programs that 
unfortunately have not had any practical experience in the sam 
activity or similar activity in this country. 

Mr. Kuixe. There is aaother point about technical assistanc 
Which deals with the ideological warfare aspect. There is the idea 
on the opposite side that the citizen does not really count; that he is 
some big something or other. ‘Tecehaical assisvance is a Meas by 
which we can aet ually create in the areas where we uadertake techuaica! 
assistance some understanding of the dignity and the capacity of 
individual citizen, and how they themselves joining together can 
promote a program in which they themselves can share. I think this 
is the greatest idea that we have come upon. 

lam conceraed lest this idea be vitiated by a give-away program 
I would like to see it remain, this export of kaow-aow and the expo 
of the knowledge of the dignity and importance of the individual 
citizen 


Senator Futsricur. Of course, that is exactly what we did, pai 
ticularly in my State. The development of our agric ulture has been 
educational. As you say, you brought know -how to the farmer ther 
that had been develope ‘din other parts or in schools and so on. Th: 
essential of translating that tato action on the farm was done primaril) 
through the county agent program of vour organization. 

Mr. Kune. Mr. Chairman, there is one request. There is a mi 
take on page 9 of my statement. It is in paragraph No. 4 on page 9 
It is not a basic difference; it is just a difference in approach. 

The CuarrMax. We thank you very much. We enjoyed you 
testimony. 


Mr. Patton. 


You know that time is limited, but you may file your statement 


STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL 
FARMERS UNION 


Mr. Parvox. Mr. Chairman and gentlemen of the committee, fo 
the record, | am James G. Patton, presideat, National Farmers Unio: 
lam appeartog in full support of the Mutual Security Program recom 
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mended to you by the executive branch. The needs of humanity and 
the realities of national defense combine to demand that this legislation 
he enacted without crippling amendments, and without reductions in 
the sums requested. The requested authorization of approximately 
$7.9 billion is a great deal less than the need for tncreased military 
strength and particularly the need for economic rehabilitation and 
development. The sum requested is also well within the ability of 
this Nation to supply. 


ABILITY OF UNITED STATES ECONOMY TO SUPPORT FOREIGN AID 


There will be those who appear before you with faint heart and 
nearsighted vision who will try to tell vou that a mutual security 
appropriation in the amount of $7.9 billion will bring our Nation to 
near bankruptcy. Such talk as that is so completely inaccurate that 
it can correctly be branded as foolish. If sincerely advanced, such 
reasoning is an chieaatals of a lack of faith to the future possibilities 
of our great Nation. 

We in the United States are currently produci ing and enjoving the 
highest standard of living in our whole history. No other nation, 
now, or at any time in history, has had so comfortable a real income 
so well distributed among the people. And as great as has been our 
productive and distributive attainment we have only partially tested 
our powers; we have never even closely approached the limit of our 
potentialities. 

Econemic trends during the half-century of Farmers Union exist- 
ence, the resources and technological base of our national economy, 
and the ingenuity and organizing ability of the people indicate that 
the United States can triple its gross production of goods and services 
over the next 25 or 30 vears. This vast expansion provides suflicient 
leeway to take care shunstentiy of the needs of the one-fourth more 
population that is expected by 1975; double the per person national 
income; and allow at least saat of the gross national product to 
be used in expan ing social and cultural services at home and over- 
seas Investments in international economie and social development 
The facts that confront us are such that if we do not take advantage 
of the favorable opportunity we have, we shall lose even a great deal 
of what we now have. 

Far from bankrupting our Nation, substantial appropriations for 
world economic and social development are necessary to maintain an 
expanding economy, high-level employment, and strong purchasing 
power in this country. Failure to make international investments in 
world development will be a refusal to do all we can to halt imperial- 
st communistic aggression and roll it back. A miserly appropriation 
would also be a dangerous step toward deflation, falling farm prices, 
increasing farm foreclosures, more business failures, less than capacity 
production, and growing unemployment such as the Nation experi- 
enced in the period from 1929 to 1932. 

At the height of our depression agony, the Nation was fortunate 

selecting as a leader not a prophet of despair nor vet a fanatical 
dictatorial lunatie like Germany got, but a man who told us that all 
we have to fear is fear itself-—— Franklin D. Roosevelt. In considering 
this Mutual Security Program I urge vou to consider F. D. R.’s 
words. Reread his statement of the four freedoms. Reflect upon 
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the vast expansion in productive ability and material well-being of 
this country that has taken ‘place since those dire days of depression 
Project the trend of that attainment into the future. Then honestl) 
face the facts of the growing despotism that is loose in the world 
which feeds upon poverty, hopelessness, and misery. I honest} 
think you will conclude with me that as a Nation the United States 
not only can afford the investment of $7.9 billions in mutual security; 
we cannot afford not to. 

important steps have been taken toward West European economi 
integration. Even as we sit here in Washington today, other men 
are gathered in Paris, France, to discuss ways to facilitate agricul- 
tural economic integration. This movement is the direct result of 
the urging of mutual security people in Europe and has been nurtured 
by them. 

ACCOMPLISHMENTS OF FOREIGN AID 


Mutual Security Agency has placed agricultural land reforms. 
including development and encouragement of farmer cooperatives 
adequate family farm credit on reasonable terms, land tenure im- 
provements, and free farm organizations on a level of high priority 
in its agricultural work. The work they are doing to encourage and 
assist the Italian land reform program ts not only helpful in preventing 
the spread of neutralism and communism among those people, but 
is also making a major contribution to the production ability of a 
nation that is finally democratic after 25 vears of fascism which 
found its strongest roots in rural poverty and decaying monopolisti 
cartelization of business and industry. The work of technical! 
cooperation in Latin America through the Institute of Inter-American 
Affairs is a very encouraging example of the good neighbor policy in 
operation. 

IMPORTANCE OF CONTINUING FOREIGN AID 


It is obvious to me that we have no choice but to maintain a pro 
tective shield of military strength to guard free nations against possibl: 
military aggression by totalitarian would-be world rulers. 

But behind our protective shield we must build a vital political! 
understanding of the process of democracy. We must cooperate 
with free people everywhere to promote economic and social develop 
ment of sufficient magnitude to eliminate injustices, overcome hope 
lessness, and bring an end to human exploitation. And, difficult as 
it is, We must work harder than ever to improve democracy in th: 
so-called democratic nations. 

It is vitally important to our Nation and to the world that. the 
Congress not cut down on the already too skimpy funds requested 
for the Mutual Security Program. 

The National Farmers Union gave this matter of foreign policy 
and world affairs a very careful going-over at the golden jubilee 
national convention held recently in Dallas, Tex. I request your 
permission, Mr. Chairman, to include in the record of these hearings 
those parts of the Farmers Union statement of long-term purposes 
and our 1952-53 action program that have a direct bearing on the 
question under consideration by your committee. 

The CuatrMan. It is so included. 

(The statement referred to is as follows:) 
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STATEMENT OF JAMES G. PaTTON ON MutTUuAL Security PrRoGRAM 


Excerpts from “long-term purposes and: 1952-53 action program’ of National 
Farmers Union adopted by delegates to golden jubilee convention, Dallas, Tex., 
March 10-14, 1952) 


WORLD AFFAIRS (LONG-TERM PURPOSES) 


Farmers Union will strive for the earliest possible attainment of a world 
brotherhood of prosperous democratic nations living at peace with one another 
in a United Nations that derives its just governmental powers directly from the 
people of the world. 

1. United Nations 

The principal hope of the world for the achievement of permanent peace, 
abundance, and security is that the present United Nations will grow into a 
world government through which all people everywhere can find a truly demo 
cratic means of making their wishes govern in world affairs. The United States 
must support the United Nations as a place where disputes between nations can 
be settled by democratic processes of conciliation, arbitration, and negotiation 
We shall give full support to the rapid development of stronger international 
agencies under the United Nations Organization. 


) 


World economic and social deve lopme nt 

We are convinced that many of the political problems of the world would be 

more easily solved if the misery, poverty, and hopelessness of the world’s people 
uuld be reduced through a vast program of world development and the inaugura- 

tion of agricultural land reform and similar improvements in the laws and cus 

toms of all countries to discourage or remove all undemocratic elements 

procedures, and practices. 


World court and world police force 


We are convinced that a trulv United Nations world government cannot be 
attained until world affairs are subject to world law interpreted by a world court 
whose decisions are backed up by a world police foree which can halt aggressi 
and bring the aggressors to trial. 

United States foreign policy 

The trend of world events has thrust the responsibilities for world leadership 
on the shoulders of the people of the United States If world peace, abundances 
and security are to be attained in our time, the policies and actions of the United 
States must serve that end. We shall, therefore, continue to urge the Gover: 

ient of the United States to judge its every move in terms of the contribution 
makes to these objectives 

United States security pole uy 

A sound security policy involves much more than sole relian 
rength. We must demonstrate the strength and faith of democracy 
timate peace. This involves realistic sincere steps to secure univers: 
ent, even if this must be step by step. Furthermore, we are convil 

here right now to build a real United States security policy by 
eavy an expenditure in such measures as point 4 and an economy of abt 
for peace as we are demonstrating we are able and willing to invest in pr 
ir war. 

We recognize that, until such time as world peace, abundance, and security 
re attained, the United States and the rest of the free world must build anc 
inaintain a strong defense program. We are convinced that this aim can an 
must be attained without turning the Nation over to rule by the military. W* 
shall steadfastly oppose universal military conscription. 

We believe our best security lies in doing as much or working as hard for peace 
as we always do in winning a war. 


} 
i 
} 
1 


WORLD AFFAIRS (1952-53 ACTION PROGRAM) 


There are today two major threats to true world brotherhood and peace. One 
is the existence in the world of uncorrected and indefensible evils which provide 
the seedbed for agitation, uprising, and revolt. The other is the fact that Russian 
rulers, instead of cooperating to end these conditions under free government, 
have revealed imperialistic world aims and a determination to exploit ever) 
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wrong for her own imperialistic purposes. We must end starvation, exploita A 

tion, feudalism, dictatorships, and all other injustices in the world. We must anal 

stop being miserly about point 4, economic aid, and technical assistance. We ast 
as 


must cease making partners of despotic governments like those of Franco Spair 
and launch through the United Nations a campaign to create a world that is T 
truly free, in which men may find justice through democratic and peaceful 
processes. 


1. United Nations agencies V 


We urge that the Government of the United States, our National Farmers eo 
Union, and all people interested in world peace give full support to agencies of of 3 
the United Nations—Food and Agriculture Organization, United Nations Educa l uf 
tional Seientific and Cultural Organization, International Labor Organizatior in t 
and World Health Organization. We urge increased Federal appropriations for Ore 


support of the agencies. We heartily approve the support of the Food and | 
Agriculture Organization to set up an International Commodity Clearing Hous« 
Which would implement the movement of farm commodities in world trade 
We support the general principles of the foreign assistance programs and urge 
hat the United States channel such aid to the fullest possible extent through : 
he United Nations and its specialized agencies instead of directly to thi 

receiving nation, 


International court of justice 

We favor the participation of our country in an international court of justice ( 
as a part of the United Nations with an international police force to enforce it 
decisions and those of the General Assembly and Security Council of the United 
Nations . not 
. I> ternationa Wheat Aq eement 

We urge the extension of the International Wheat Agreement on a_ basis 
adapted to current conditions and related to an international farm parity index th 
Be Iniernational Federation of Agricultural Producers 


We regard our participation in the International Federation of Agricultural 


Producers as an important extension of Farmers Union educational, cooperative wl 
and legislative programs into international affairs We approve the continued 
insistence of the International Federation of Agricultural Producers to all govern us 


ments and international agencies that means must be found to protect and 


prove the income of the farmers of the world and improve the living standards 





of all people everywhere through land reform and other desirable measures OV 

>. Moral leadership | 
jl ; ; ; 
The United States must take the lead through the United Nations in sponsoring “ 


effort to relieve hunger and misery in the world. Our actions toward in 


her peoples and areas of the world must not be bound by the shackles 
lonialism Qur mission as we work through the United Nations must be 


a) To protect pe ople’s rights to freelv select their own government 





pl 


b) To demonstrate the moral courage of free people seeking not to exploit 
but to rehabilitate ol 
( To assist all nations in economic reforms which tend to give the peopl th 


he land a feeling that they “belong.” 


mn th ; cle 
Only through bold new action to build up underdeveloped areas of the world ‘ 





can we hope to prove our genuine interest in the building of democracies t1 ut 
rid over “herein lies the wav to lasting peace, lis 
( International economic and social developme nt 
United States leadership, working through the United Nations channels, in by 
lding up of the underdeveloped areas of the world offers the most hopef by 
alternative vet advanced to the continuation of a world tension that daily threatet W 
e outbreak of the most frightful of all world wars We regard the point 4 
program as a stroke of the highest statesmanship. This bold new program is of i 
suffie t size and quality to change the political and social climate of the world f 
afew vears. We endorse pending proposals to expand and improve t} JI 
rogram, with special emphasis on the need for working under the guidance of t j\ 
United Nations. We regard these proposals as pitifully limited in comparis 
tl need, both from a selfish national economic point of view and from t 
point of the general welfare of all peoples. We are convinced that the United 
States should embark now on an international development program on a cor \ 
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As much as possible of United States aid to assist international economic and 
social development should be extended through the international agencies such 
as Food and Agriculture Organization rather than direct from the United States 
to the country involved to remove the danger of imperialistic domination. 

Through our contribution to international economic and social development 
the United States should insist that adequate provision for agricultural land reform 
is included in every phase of the undertaking. 

We commend the President, the Departments of Agriculture and State, and 
Keonomic Cooperation Administration for having incorporat ed the promoting 
of agricultura] land reform in their foreign programs, including the suecessfu 
United States effort to obtain adoption of agricultural land-reform resolution 
in the General Assembly of the United Nations and in Food and Agriculture 
Organization 

The Cuarrman. Are there any questions? Are you for the bill : 
written? 


Mr. Parron. Yes, sir. 


Senator Gitterre. Mr. Chairman, one question. 


CAPACITY OF UNITED STATES TO AFFORD FORI 


On page 3, Mr. Patton, vou state [reading]: 

lL honestly think you will conclude with me that as a natior 
not only ean afford the investment of 7.9 billion in mutual sec 
afford not to. 

Do vou know, Mr. Patton, how much we have already invested in 
this Mutual Security Program beyond this 7.9? 

Mr. Parron. J think | _ know in general terms, Senator Gillette 
As I recall it, it is around 17 billion in the ECA program. Is that 
what vou are referring to? 

Senator Gitterre. Do vou have in mind that the witnesses before 
us heretofore have said there will probably be a request for 7.9 billion 
this coming vear, or even more? Does that opinion of yours carry 
over? 

Mr. Parron. Yes. It does, if | understand vour question correctly 
I think we can well afford and should make a substantial investmen 
in mutual security. 

Senator Ginterre. You have no limitation as to time or amount? 

Mr. Parron. Not any reasonable limitation. 1 would not want to 
place any reasonable limitation on it, Senator. | think the urgencies 
of the times would determine how much should be spent. | think 
that the defense-support phase of the program will save us a great 
deal of money in that it will increase production in Europe and make 
it possible for us to have to spend less in our own Military Estab- 
lishment because of that. 

Senator Giuterre. Lunderstand that is the basis for your argument, 
but I am speaking directly about the amount. If this bill we have 
before us, instead of carrying a sum of 7.9 billion, carried 9.7 billion, 
would vou still be in favor of it? 

Mr. Parron. Yes, on the assumption that I felt the figures re- 
quested—-I have read the background of this thing, and if I felt 
justified in my own mind that the 9-billion figure you mentioned was 
justified as muc vs as I feel the 7.9 is, I certainly would support it 

Senator GILLE% That is all. 

The CHAIRMAN. “Thank vou very much, Mr. Patton. We are glad 
to hear vou. 

The following additional statement was supplied subsequently 
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NATIONAL Farmers UNION, 
Washington, D. C., April 7, 1952. 
Senator Tom CoNNALLY, 
Chairman, Senate Committee on Foreign Relations, 
Washington, D. C. 

DeAR SENATOR CONNALLY: Farmers Union has strongly supported the police 
of the United States for the political and economic integration of Europe, as ex 
pressed by the executive branch and by Congress in the Mutual Security Act. 

We noted with gratification the efforts to encourage European unity whic! 
were made by representatives of the United States Congress at Strasbourg dun 
ing the debates of the Council of Europe there last September. Representative 
of our organizations who served as advisers to the United States delegation at th 
FAO meeting in Rome last November strongly supported the position taken by: 
our delegation in support of European agricultural integration if directed toward 
increased efficiency of production and marketing and the expansion of trade bot 
within Europe and with the outside world. 

We wish to convey to you our support of the objectives of Senate Resolutio: 
269, introduced by Senators Fulbright, Me Mahon, and Sparkman, which, if aj 
proved, would give timely encouragement from the United States to the politica 
and economic unification of Europe. 

There has been a rapid development of sentiment in Europe in support of polit 
cel and economic integration which, we believe, has a solid foundation in th: 
opinions of the masses of people and their aspirations for peace and security 
But there vet remains the essential and difficult task of translating the aspirations 
of statesmen and people into concrete reality. Considerable progress has bee: 
made in this direction, first, through the establishment of the OEEC and its 
vears of solid achievements in the administration of the European recovery pro 
gram, the creation of the European Payments Union to provide for central clea. 
ing of trade balances, the establishment of the Council of Europe and its work at 
Strasbourg, the development of the Schuman plan to create a single Europea 
market for coal, iron, and steel and, more recentlv, the efforts to create a Europea 
army, to develop a plan for integration of the European market for agriculture 
products, and to bring about some kind of European political and economic un 
fication in which these essential parts can operate successfully. 

We consider the successful outcome of these negotiations now in progress t 
be of crucial importance to the future security, freedom, and well-being not only 
of Europe but also to the United States and the rest of the free world. The at 
tainment of these objectives is essential in order thet Europe may become stron: 
and prosperous, raise progressively the living standards of the people, provid: 
the necessary military strength to make the European community secure from 
aggression and become independent of extraordinary outside financial assistance 


We desire to call to your attention, particularly at this time, the specific place 


of agriculture in the efforts now being made toward the achievement of political 
and economic integration of Europe. At the time the six signatory nations ap 
proved the Schuman plan their representatives emphasized the need for a similar 
forward step in agriculture. Since that time, some of the ablest and most far 
seeing leaders of Europe have worked steadily toward agreement of some kind 
on this subject. 

The European Economic Recovery Committee of the IFAP, on which is rep 
resented member agricultural organizations from most of the western and south 
ern European countries, has given much attention to this problem and at its last 
meeting adopted a resolution urging that European governments arrange a con 
ference in the near future for the purpose of working out a plan to create a single 
European market for major agricultural commodities entering into inter-European 
trade. This action has given effective and significant encouragement to this 
movement. The United States farm organizations which are also members of 
the IFAP have given all possible encouragement to these efforts. 

The French Government recently issued invitations to 18 other governments 
in Western Europe to participate in the preliminary general conference in Paris 
on March 25 which prepared the way for a plenary session, probably in May or 
June, of those governments which wish to participate in preparing a specific plan 
for ratification by governments. 

We hope that the United States can be represented at these meetings by an 
observer of unquestioned ability and prestige and also that it will transmit to 
such a meeting a statement in strong support of European efforts to develop a 
workable plan for integration of the European market for agricultural eommod- 
ities on a basis which will encourage increased efficiency of production and mar 
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keting and promote the expansion of trade not only within Europe but also with 
the outside world. 

As a practical matter, few measures could contribute more to the actual 
achievement of unity than the inclusion of agriculture as soon as possible within 
an expanding framework of a single, coherent European economy. 

Over a relatively brief period of time a very great improvement could be made 
in efficiency both of production and distribution of agricultural products, pro- 
vided an equitable share of the benefits of that efficiency were made available 
both to farmer and to consumer. Since Europe is dependent on outside sources 
for one-third or more of its food and fibers, any increase in their availability would 
be a major contribution both to short-term defense needs and to the longer- 
range well-being of the European community. Any such increase, however, 
would still place upon Europe the necessity for very large imports, which should 
operate to check any undue urge toward self-sufficiency programs 

From the point of view of the American farmer, a sound, effective program for 
a European agricultural community should increase the ability of Europe to buy 
American farm products, because Europeans would have more purchasing power 
Moreover, it should make possible a decrease in the volume of American grants 
of public money for such purposes. It also should be pointed out that successful 
rationalization of European agriculture would replace, to the extent it was suc- 
cessful, the east-west European trade losses resulting from Russian intransigence 
and help to demonstrate the futility of such policy. 

The security of a free world can never be fully achieved unless agriculture 
plays its part in the march toward that security. We therefore solicit your 
active support of efforts to attain these objectives 

I hope you will find it convenient to include this letter in your printed hearings 
on the Mutual Security Program. 

Sincerely, 
James G. Patron, President. 


Mr. Sanders, of the National Grange. 


STATEMENT OF J. T. SANDERS, LEGISLATIVE COUNSEL, THE 
NATIONAL GRANGE 


Mr. Sanpers. Thank you. 

The CHarrmMan. You heard the announcement, Mr. Sanders, that 
our time is limited, but you may put vour statement in the record. 
Did you? 

Mr. Sanpers. Yes, I understand, Mr. Chairman. | have a short 
statement that I will file, but I will take less than the 10 minutes 
that you have assigned me, Mr. Chairman. 

Mr. Chairman, we have supported Marshall aid from its inception; 
we have watched it in its development and are very well pleased with 
the results. We think it is a tragedy that we cannot go ahead and 
emphasize such aid now more than we emphasize direct military aid, 
but we agree that the situation is such that it will be necessary to 
appropriate military aid for the purpose. 


CUTTING FOREIGN MILITARY RATHER THAN ECONOMIC AID 


We feel, of course, more competent to express our views on point 4 
than on the military aid side. We don’t have any constructive idea 
of whether the 6.2 billion requested for military aid is too much or 
too little, or whether it is all right. We do have an idea about the 
direct military aid to Europe that might be worth presenting to the 
committee. 

We believe that if the committee in its judgment finds that this 
bill, the appropriation from the 7.9 billion that is carried in the 
bill—if the committee finds that it is necessary or that it is possible 
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to cut the appropriation, we believe that such cuts should be mac 
from the direct military supplies that are carried in this bill fo 
Kurope. 

Now, our reason for that is this, that we believe that Europe can 
be made economically sound only by expanding its industrial output 
and by devoting most of its energies to industrial production. We do 
not believe that its agriculture can be greatly expanded in an econom- 
ically sound way over the production that prevails now, with thy 
exception of a more efficient production of those products that the 
are making now, that they are producing now., We certainly believ: 
that there is great room for more efficient production in animal and 
crop products of Europe, but we do believe that it would be a mistak« 
to overexpand our military matériel production by sending direct 
matériel from here if it can be possibly made in an economically sound 
way and if it can be made on time in Europe. That is the one sug 
gestion that we have to make on the military portion of the bill. 


IMPORTANCE OF TECHNICAL ASSISTANCE 


Now, we do have two or three suggestions on point t. May | Sa 
to the committee that | have had the opportunity of pe ‘rsonally Visiting 
a great many of the products under point 4 appropriations in Europe. 
| have been to Europe in the last 2 vears, one time each year. 1 hav: 
also had the opportunity of observing point 4 in Burma. | spent 
3 months of this past summer in Burma working on a point 4 project 
there of land classification, so when I speak concerning this I speak 
not only of having studied point 4 considerably since its inception 
but also of hav Ine seen it in operation since. 

| do believe that point 4 is, of course, the most useful way, the most 
effective way, that we can contain communism, and in saving that 
[ do not mean to say that we should not use force where force is 
necessary to contain communism. 

We believe that point 4 can be overdone in the early vears of i 
institution. I want to call vour attention to one simple set of Sitees : 
that will indicate that it can be overdone, that it is dificult to establish 
extensive point 4 programs constructively in the countries. 

The appropriation last vear for point 4—point 4 in agricultural 
work—has been expended in South America to the extent of 66 
percent of the total money allocated for agricultural purposes up to 
this time. The point 4 allocations in agriculture in Asia have been 
expended only to the extent of 10 percent up to this time, which shows 
a constructive approach that the people who are in charge of thos: 
funds that were appropriated last stoge in providing for the personnel 
and getting the projects established in Asia have. 

In the Near East the appropriation has been expended to the extent 
of 26 percent up to this point, up to the most recent date that [ could 

get the figures. 

I think the only point in calling your attention to this statement is 
that point 4 can be overexpanded too quickly in these countries. It 
is on a very constructive long-time basis in South America and there 
fore the appropriation could readily be handled and put into operation 
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ADMINISTRATION OF TECHNICAL ASSISTANCE 


Now, there are two other points on point 4 to which we would like 
to call your attention. In the first place, we believe that it is a grave 
mistake to administer point 4 in the State Department, because 
point 4 is not strictly a foreign program. 

To illustrate what I mean by that, the approach, the American 
approach, on, let’s say farm organizations, is a very important export, 
| think, to take into these countries, so that farm organizations, if 
point 4 deals with that in any of these countries, carry the type of 
democracy independent of all Government farm organizations that w« 
have in this country. And many other parts of point 4, even the 
industrial concepts and philosophy of America carried by the in- 
dustrialist when he goes to help set up factories, are a definite part 
of point 4 and of course can be derived only by extracting that policy 
out of the domestic policies, and not our foreign policies 

In other words, what I am trying to emphasize is that point 4 is a 
domestic program and policy, for this country, and we think it is a 
mistake to administer it in the State Department, because in the 
first place we do not think the State Department can select. the 
personnel properly, or will select it. 


FLEXIBLE PERSONNEL PROCEDURES FOR TECHNICAL ASSISTANC}I 


Now, another point that we wish to emphasize about point 4 that 
we wish were incorporated in the law is this. We asked for it to be 
incorporated last vear, but it was not. We believe that it is a mistake 
to appropriate point 4 funds and let most of the personnel be employed 
on a permanent basis, because you cannot get the most up-to-dat: 
progressive knowledge of America by establishing a rigid bureau 
staffed with permanent workers. But most of the point 4 personnel 
should be drawn as consultants and as temporary employees from the 
State institutions, from private industry, as well as from the Gov- 
ernment agencies. So we believe it is a mistake to not put some 
limiting provisions in the point 4 appropriation that would require 
that they not expend over a certain proportion of their funds for per- 
manent salaries of permanent employees. 


CONTROLS OVER COUNTERPART FUNDS 


The other point in point 4 is, we believe that the counterpart funds 
have been misused and the proper arrangement has not been made 
for counterpart funds, and we saw that as we visited some of the 
countries of Europe, especially in Italy and Greece. Counterpart 
funds should be held not in the name of the country that is receiving 
the aid, although I realize that we are accused of imperialism if we 
do not let them do that. But I think we will have to face such aecusa- 
tion to be sound. Thev should be held in the name of the point } 
Administrator and should be used with the mutual, and only with 
the mutual, agreement of the country and the point 4 Administrator 
The only difference in that ts that the funds are held in the name of 
the United States for the point 4 program, instead of in the name 
of the country in which the funds are on deposit 

Now, Mr. Chairman, that finished our statement 

Mr. Sanders’ prepared statement is as follows 
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STATEMENT BY J. T. SANDERS, LEGISLATIVE COUNSEL, THE NATIONAL GRANG} 


1. The National Grange vigorously supported the original proposal of th 
Marshall plan aid for Europe; has continued to support the granting of this aid 
has watched carefully the course of the use of this aid; and has seen its succes 
with pleasure. We believe that this work has been of great benefit to our Natio: 
and the other free nations, and are convinced that the only alternative was chao 
and great danger to the entire structure of freedom in the world. 

2. We also believe that it is now necessary to continue to give assistance t 
European countries in their efforts to maintain their independence and in our 
mutual efforts to stop the aggressive policies of communism. These efforts to 
aid our allies have run through distinct cycles. First the main objective of Euro 
pean aid was that of immediate relief and prevention of hunger and starvatio: 
immediately after hostilities ceased. Then followed the more tedious task of 
rehabilitation of the extensively wrecked industrial capacities of our Europea: 
allies and to a less extent their impaired agricultural capacities; and the capacities 
of Germany, Austria, Italy, and Japan which had been our enemies. This 
rehabilitation was completed in Europe in good shape and ahead of the origina 
Marshall plan schedule. But pressure of international communism continued 
unabated and it now becomes necessary for these very war-torn countries to devot« 
a large part of their economic strength, so recently recovered, to building up 
armed manpower and diverting industrial output from a sorely needed civilia: 
sroduction to the production of war matériel. Some people claim that Wester: 
Banos cannot defend itself against Russian communism if Russia chooses to 
attack. We do not subscribe to such a hopeless view. 

3. It is a sad commentary that the terrible tragedy of World War II must b 
followed by an aggressive, ruthless, and nonpeaceful policy ty Russia and it 
enslaved satellites; and that the peace-loving peoples of the world cannot devot 
their energies to healing the wounds of war and to diverting their productiv: 
energies to peaceful pursuits. Nevertheless this is the sad fact that we mus! 
face; and in this predicament we are all in the same boat. As peace-loving peopl 
we all sink or save ourselves together. None can escape the necessity of defending 
itself against the declared enslavement by communism, or against the alternativ: 
of giving up to it without a.struggle and thus suffer the terrible consequences of 
losing all personal liberties and dignities. 

1. As we see it there is no decent, no acceptable alternative except to prepar 
ourselves to meet any possible force that a militant, determined, and unprincipled 
aggressive communism can muster. For there is no doubt that communism wil! 
use force to gain its end if this end cannot be attained by infiltration and treachery 
There can be no doubt that it will stick doggedly to its aim to overthrow al 
vestiges of personal liberty in the world. 

5. It was to be devoutly hoped that at the end of the Marshall plan aid all our 
efforts to render aid to a troubled world could be turned to the long-time phases of 
mutual aid, to the so-called point 4 type of international cooperative assistanc 
This is the more desirable, the more constructive and Christian type of mutual 
assistance between nations. It is the only means by which: the conditions of 
misery on which communism thrives can be prevented. It is clearly the kind of 
aid that can benefit both the giving nation and the receiving nation. Point 4 is 
distinctly the only way that nations who need help can be induced to help them 
selves quickly before it is too late; and in so doing peaceful commerce will b: 
fostered and will lay the foundation for compensatory prosperity in the aiding 
nation as well as the receiving nation. 

6. In dealing with the technical assistance program the National Grange cor- 
siders itself on much surer grounds than we are in passing judgment on militar) 
aid. Outside of Europe technical aid is in large part agricultural in nature and 
should consist largely of personal service. As such it is very important that in th 
present state of its development it must of necessity be expanded slowly and con 
structively. The problem of finding competent personnel, of arranging for soundly 
conceived and carefully planned projects and of obtaining the proper cooperativ: 
arrangements is of great importance. 

7. We are convinced that an error in appropriation for technical assistance i- 
likely to be made in overappropriation rather than in underappropriation. TT: 
overappropriate in the initial stages of setting up such a soundly conceived pro 
gram, as point 4 is, will of necessity result in too hurried selection of personnel and 
in approving projects resulting in visible waste and mistakes. These could in the 
end cause lack of faith in the work by the general public, and a reversal that might 
conceivably cause a complete discard of the program. 
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8. The technical assistance program in Latin-America has been in operation for 
several years, and the agricultural phases of it are probably on a sounder and more 
ensible basis than the program in any of the more recently initiated program 
areas. To reflect the danger of overappropriations in the initial stages one can 
compare the status of expenditures of appropriated funds in the Latin-American 
areas With those of the newer point 4 areas. 

9. Unexpended balances of funds (not necessarily unencumbered) set aside for 
agricultural work in point 4 amounted, for the most recent month for which 
figures are available, to 34 percent of the funds appropriated and allocated for the 
current vear for Latin-America. This reflects in all probabilities excellent and 
efficient use of these funds. But for funds similarly allocated to Asian areas, 90 
percent was unexpended and 78 percent likewise for the Near East areas. Thess 
last two figures in all probabilities represent judicious and cautious arrangements 
in the use of these funds in the new point 4 areas. But these two figures also 
serve as a Warning to your committee to give careful considerations to the rate of 
expansion of appropriations for point 4 during the initial years 

10. The military aid program is a phase of the measure upon which we are 
incompetent to pass, however, it appeais to us that there seems to be too much 
direct military aid compared with the item of ‘Defense support.’’ The latter item 
contains among other forms cf aid, assistance toward production of war matériel ir 
Eurepe, where we understand creat economies, under the cost of matériel we 
produce, can be had. We believe, therefore, if there is a sound possibility of 
cutting funds from the requested bud:et it should come largely f: 
requested for sending direct military matériel made in this country 

11. Every avcidable expenditure of this nature, it appears to us, is de‘irabl 
first because it gives the mutual defense effort more results per dollar contributed 
by us. Second, it creates a more desirable economy both in Europe and in the 
United States viewed from the long-time results. 

12. It is highly important to expand Europe’s industrial capacity and to 
modernize it. War production facilities in many cases can be turned into civiliar 
goods preduction capacity without creat loss. 

13. ‘To overload Mutual Security aid to Europe with too much United States 
made matériel, tends to overexpand our war plant facilities and held dow: 
desirable long-time expansion of European industrial facilities. Industrial 
expansion and not agricultural expansion is the only sound way of taking care of 
Kurepe’s pepulation growth and of raising its present undesirably low standard 
of living. We trust, therefcere, that your committee will, in examining these 
requests for funds with a view of determining in detail whether or not desirable 
cuts can be made, keep in mind that the less direct military matériel we can send 
and the more needed matériel that can be provided from European manufacture 
the more healthful the long-time effects will be, we believe, on both the acricultural 
and industrial economy of Europe as well as our own economie 

14. We weuld like to revert to some important qualifications or safe cuards 
that we think should be written into the law dealing with the administration of 
point 4 funds. Point 4 is a type of work that should draw upon all Americar 
institutions both public and private for personnel to earry to other countries 
American know-how. We cannot continue to tap the multitudinous American 
ources and obtain the most up-to-date assistance for these so-called undeveloped 
countries that we are trying to aid, if we rely on building up a large rigid technical 
staff composed cf permanent Mutual Security Agency employees 

15. To rely exclusively on a large permanently employed personnel woul 
tend to freeze the personnel into a huce Gevernment bureau whose staff 
he unresponsive to the suggestions of the best brains engaged in domestic te 
and prefessional work and connected with other Government agencies, 
State institutions, with public and private research agencies, and with the 
enormous fund of knowledge private industry of America has to contribute 
poir.t 4’s suecess. 

16. We believe that all point 4 authorizations and appropriations should have 
provisions limiting expenditures for permanent staffs (especially those 
quartered in the United States) to probably not over half of all expendi 
alaries for each current vear. This will prevent the building of MSA up 
ricid Federal bureau that is undesirably unresponsive and uncooperative wit! 
ill other American agencies and institutions that are interested in and whose 
contributions are necessary for the success of a point 4 program. 

17. By the same line of reasoning, we believe it was a grave error last year to 
leave the point 4 program in the State Department. This program is not a foreign 
program motivated entirely or even in large part by diplomatic purposes. Such a 
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motivation will ruin it, and in time insure its abandonment, we believe. It should 
be motivated by both national diplomatic purposes and by domestic policies and 
programs. American domestic, industry, commerce, labor, and agriculture eac} 
is, and should be, just as much interested in determining the course of our point 4 
program as is American diplomacy. Therefore point 4 has no more business being 
located in the State Department than in the Department of Labor or Agriculture or 
Commerce. Also, point 4 requires in the main technical personnel, and State Dx 

partment administrators are poorly equipped to select technical workers. Point 4 
should be administered in an agency outside of the State and other Department: 
but under some sort of a policy board truly representative of all important Federa 
departments called upon to contribute significantly to point 4 work. 

18. We would like to call attention to what we think is another requirement for a 
permanent successful point 4 program. We believe some serious errors have bee: 
made in the plan for use of counterpart funds under ECA’s operations. Thess 
funds have been, under past arrangements, held in the name of the country receiy 
ing the orginal aid from which counterpart funds were derived; and were to b: 
expended by mutual consent of the receiving country and the ECA Administrator 
in the country 

19. Since the use of these funds is always the result of negotiation between ECA 
specialists in the country and some high-ranking Government department chief of 
the country the latter has been able to put undue pressure on ECA people to usé 
counterpart funds for very unsatisfactory purposes so far as E-CA’s personnel views 
are concerned, 

20. We believe that counterpart funds arising from point 4 projects should b 
held in the name of the point 4 administration in the country and should be spend 
able only for purposes mutually agreeable to both point 4 officials and the official 
of the country—which latter provision now rules. The difference is that this 
arrangement will give point 4a much more constructive control on use of counter 
part funds, and will lend a far more stable status to point 4 work in the country 
To prevent accusation of imperialistic aims against our representatives in point 4 
some positive means should be provided to the country for closing out the whok 
point 4 program including the liquidation of counterpart funds at any time they 
wished to stop the work. 


The CHarrmMan. We thank vou very much, sir 


Senator GreorGce. Let me ask one question 


ADMINISTRATION OF TECHNICAL ASSISTANCI 


Mr. Sanders, vou say that the State Department should not hav: 
the administration of the point 4 program. Where would vou put it 
Where would vour organization put it? 

Mr. Sanpers. It should not be in the State Department or in th 
Department ef Agriculture or the Department of Commerce, but i) 
an independent agency, | think. 

Senator GeorGce. In an independent agency? 

Mr. Sanpers. Yes, sir. We feel that it should be where it can 
utilize the best judgment of the Secretary of Agriculture, the Secre 
tarv of Commerce, the Secretary of Labor, the State Department, 
and it should probably be under a board that is set up by personne! 
from each of these departments and should be under an administrator 
of course, but a policy forming board should direct its activities. 

Senator GrorGce. | thank vou. IT merely wanted to get vour view 
on that point, 

The CHairman. How did you like Dr. Bennett's administration of 
if » 


, 


Mr. Sanpers. Very much, Senator; sound as it could be. 

The Chatrrman. He was appointed under the present regime, was 
he not? 

Mr. Sanpers. Yes. I might say I probably am a little prejudiced 
| spent 15 vears teaching under Dr. Bennett 
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Senator Futsricgur. Do you think it would be all right to put it 
under MSA? 

Mr. Sanpers. Probably so, Senator Fulbright; probably so. 
think there should be some safeguards. | — not want MSA, 
the old ECA organization, to unload a lot of its decrepit men on 
point 4. Maybe I should not say ‘“‘decrepit,”’ but men that are ill 
equipped to do point 4 work. 

Senator Futsrierr. Do vou think the MSA program—you know, 
they carry on technical assistance in several of these countries 

Mr. Sanpers. Yes. They have some very good technical assist- 
ance personnel. 

Senator Futsricgutr. Do you have any views about whether they 
do it better than the regular point 4 organization or not? 

Mr. Sanpers. Well, 1 would say this much. As long as point 4 
was under the administration of Dr. Bennett, 1 felt it was headed 
very directly in the proper direction, that it was on a scale that was 
safe for future development. 

Senator Futsricut. Isn’t what you are saving that what it needs 
is a good administrator? It does not matter so much where it is if 
they get the proper administrator. 

Mr. Sanpers. No; I would not say that. I would savy it does 
matter a lot where it is, because regardless of an administrator, if he 
is put under a department such as the State Department is, he must 
conform to a lot of specific requirements that the State Department 
places on him. He just must work with the organization that he is 
in, and I do not think it will do best if it is determined by State De- 
partment policies. That is no criticism of the present administration 
of the State Department on our part. It is just a feeling that it is 
broader than a State Department function. 


OPERATION OF TECHNICAL ASSISTANCE IN BURMA 


Senator Futsricutr. What about your iumpre ‘ssion, if you could give 
it in a few words, about Burma? Are the \ doing ay good, or is the 
program bogging down? You said you h ad been in Burma 3 months. 
What is your impression? Is it an efficiently administered program? 
Is it doing anv good in Burma? 

Mr. Sanpers. Yes, I believe it is. I certamly do. I believe that 
some of the testimony that was given here about India is proper, too 
If we can lift the agriculture of those two countries and they can 
mutually help each other—you see, Burma is an exporting nation. 
It produced before the war about 40 percent more food than it needed, 
and India needs that food very badly, and so we should undertake in 
every way we can, for the benefit of both Burma and India, to improve 
the agriculture of Burma and see that it gets on a stabilized basis. 

Yes, I am very well convinced that pomt 4 in Burma is getting 
underway as a good job. You do not hear so much about a county 
agent in Burma. There is a man. by the name of Hunderwadle up 
on the Chin Plateau that is doing just as nice a job as Horace Holmes. 

Senator Futprigur. What is his name? 

Mr. Sanpers. Hunderwadle. Mr. Hunderwadle and his wife are 
doing an outstanding job up on the Chin Plateau 

Senator FuLtsricnut. I have seen them both. They have been in 
my office. 

96968—52——81 
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The Cuarrman. All right; we thank you. 

Mr. Shishkin. 

We are laboring under a time limit. You may put vour statement 
in the record if you like. Your oral statement will have to be brief 


STATEMENT OF BORIS SHISHKIN, ECONOMIST, AMERICAN 
FEDERATION OF LABOR 


Mr. Suisukin. I have a short statement. I hope to be within th: 
time limit. 

The American Federation of Labor strongly supports the Mutual 
Security Program and urges that the Congress authorize the extension 
of the program for the next fiscal year. 

Organized labor in the United States regards this program as of 
foremost importance to our own national security which today is so 
intimately bound up with the security of the free world. 


MEETING THE SOVIET THREAT BY POOLING OUR RESOURCES 


The threat of military aggression on the part of the Kremlin is 
very real. American labor seer the proposition that the only) 
way to assure the preveation of a large-scale war is to meet. this 
threat with all the resources at our command. Labor is dedicated to 
the task of defense mobilization at home and is contributing more than 
its share of effort and sacrifice to carry out this task successfully. 

The choice before us is either to pool our strength and our facilities 
in association with other nations or to aalaresels withdraw from 
the association with other free peoples that stand with us today and to 
defend ourselves alone. The choice was made by the Conzress last 
vear in the enactment of the original mutual-security law. It is the 
right choice. We have chosen to press the leadership of the United 
States m the task of building together a stronger and a better free 
world. We have sess chosen to make security a common effort 
with our friends. e have rightly chosen collective security. The road 
we have chosen is the only right road. The only other road is the 
road of retreat, of withdrawal, of isolation. That road can oaly lead 
to the piecemeal or even wholesale abandonment of our free friends 
to Communist conquest, with which they could not cope without 
our aid. 

AMOUNTS AND HOW THEY ARE DIVIDED 


Labor is keenly aware of the heavy financial burden the approval! 
f this program will entail. We feel that this burden must be accepted 
and assumed in full. As workers and as citizens, we have no wavy of 
forming an independent judgment as to whether the military requests 
placed before the Congress by the President in his message of March 
6 are entirely correct to every last dollar. oe we feel that, in th 
defense situation confronting us today, both the American people and 
the Congress must accept the best judgment of men like Averell 
Harriman, General Eisenhower, and the Joint Chiefs of Staff, who 
have worked hard, and at first hand, in formulating the estimates 
We feel that the judgment of these public servants made after first 
hand study of the realities of mutual security is the best judgment we 
have today. 
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The major share of the proposed outlay under this program 
would go to build up the defensive strength of Kurope under the 
North Atlantic Treaty. This part of the program is based on sub- 
missions of military estimates and economic surveys submitted by the 
member countries of NATO. After tight sereening and searching 
study, these estimates were embodied into the plan of action agreed to 
in Lisbon last month. Behind the Lisbon plan of action are 4 months 
of intensive negotiation, study, and rigid review conducted by the 
Temporary Council Committee headed by Mr. Harriman and working 
with the best civilian and military experts, both our own and from the 
countries concerned. 

1 would like to add, Mr. Chairman, that we feel the Lisbon achieve- 
ment has been the result of the most remarkable effort that has been 
made to deal with the kind of request and with the realities of the 
defense situation in Europe. I think Mr. Harriman has really 
triumphed in the preparatory work leading to those agreements. 

Back of the proposals for our share in the joint contribution to this 
effort is, therefore, not guesswork but the best judgment of what is 
needed and what can be provided in equipment, materials, and men 
by the participating nations in order to have, by the end of this year, 
a combat-ready force of 50 divisions, 4,000 combat planes, and a naval 
force, with the necessary provision of defense-supporting flow of 
production. 

This much we know. We also know that a serious cut in the 
authorization for mutual security made now will mean a heavier cost 
to us later. What we might gain in money from such a cut would be 
lost in time and, above all, in the momentum which is carrying today 
many nations of different nationalities, of different tongues, and 
different heritages into a single concerted effort identical in purpose 
with our own. 

Your committee has before it detailed figures in support of the 
proposed program. Let me mention just three sets of facts which 
every American should understand in connection with the NATO 
program. 

1. Under this program, of the total amount, the United States 
is to put up $5.4 billions for the North Atlantic defense. Of this, 
$2.8 billions, or more than one-half, is to be spent for military items in 
the United States; $1 billion for items to be produced in Europe; and 
$1.4 billion for the vital defense support in the form of commodities 
needed to prevent a critical shortage of materials and equipment. In 
other words, we are to spend $5.4 billions, but over $4 billions of it 
are to be spent in the United States on that phase of the program. 

2. Under this same program European countries will put up nearly 
$14 billions. 

3. Our total contribution to the entire Mutual Security Program of 
$7.9 billions represents less than 12!) percent of the S64 bi io ns pro- 
pare for defense. Yet, dollar for dollar, the money invested in the 

Mutual Security Program will vield returns several times greater in 
terms of security and prevention of war than our own military expendi- 
tures at home 


IMPORTANCE OF DEFENSE SUPPORT 


We wish to emphasize the extreme importance of what is termed 
defense support in this program. This includes raw materials, fuel, 
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essential commodities unavailable without this provision as well as 
technical help. Not only will the defense-supporting aid make the 
defense effort of our allies feasible and effective, it is equally impor- 
tant in that it will contribute most to the development of future 
self-reliance of the nations in need of this help now. 

Communist aggression is by no means confined toa military threat. 
The bloodless but deadly war of penetration, infiltration, and subver- 
sion is being constantly waged by the Kremlin in every free nation 
right now. Communism thrives on poverty, privation, and want. 
Every point of weakness in the free world, every area where human 
distress and degradation prevail, is a point of strength in the political 
and economic warfare that the Kremlin is waging against us and our 
allies. The building of mutual security, the refore, must go beyond 
the mere provision of a military defense force. It must make possible 
also the achievement of economic conditions without which neither 
progress nor the defense effort itself can succeed. 

Military defense is essential. But it is negative. The challenge of 
our time is to develop a position of positive strength in the free world. 
We have already accomplished much toward that end, and have done 
so in an incredibly short time. In Europe the Marshall plan has not 
only prevented economic collapse, has not only prevented Communist 
penetration and infiltration from within, but has provided new and 
self-reliant machinery in Europe through which the European nations 
ean and will work together toward economic betterment. This 
achievement of the Marshall plan and of the European Payments 
Union it created have been followed by the historic steps toward 
economic cooperation such as the Schuman plan, the North Atlantic 
Treaty Organization itself, and the creation of the European defense 
community. Where there was division and rivalry before, there is 
now concerted cooperation. Where there was dissent and holding 
back, there is now a momentum and-real progress. 

But that is not enough. The American policy stands for the realiza- 
tion of those tangible things that men strive for—better living and 
freedom oe d on self-reliance and self-respect under self-government 
Men must believe in the worth of what the ‘v are called upon to defend 
before they will effectively fight for it. If all that can be done immedi- 
ately is to prevent the already low st: and: id of living from dwindling 
under the stress of the defense burden, at least that much must be 
done. For, if that is done, the task of increasing production and 
improving distribution to achieve better living will be carried on 
successfully by the European — themselves. What we must 
provide is the minimum necessary » keep the economic pump in 
working order and to prevent a kee ‘tion in the already low level of 
living. The working people of Europe have made, and are continuing 
to make, heavy sacrifices. Their hope for betterment is the reason 
they aecept the present burden. But acceptance is not universal 
Internal aggression and subversion, especially in France and Italy, 
are still rampant — must be fully overcome. The need is to develop 
not only confidence but the spirit of accomplishment and the will to 
win. 


OPPORTUNITIES IN) TECHNICAL ASSISTANCE 


For the first time in history, workers not only in Europe but 
throughout the world have discovered the importance of what has 
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been accomplished under our system in the United States—the 
importance of mass purchasing power and the development of mass 
markets. They are learning that in a free society and in a competitive 
economy, the standard of living can be raised more rapidly and more 
effectively than under any form of totalitarian rule. They have 
embarked, with determination, on doing away with the economic 
operation of backwardness. Our skills and produc tive techniques are 
the tools for accomplishing the peaceful economic revolution which 
can, must, and will bring better living to free men that in ever can 
to those enslaved by totalitarian bureaucracy. 

What we have begun to do must be carried on, on a larger seale, 
under the point 4 program for that very reason. The first task is to 
meet the most evident needs in the most dangerous situations where 
the differences between the availability and the absence of technical 
assistance is often the difference between death and survival. But 
the greater worth of the point 4 program is that every small provision 
we make of economic and technical assistance is lik: ph inting economic 
corn seed. Once planted, it will grow and multiply. The tools and 
the experts we provide under this program will not only bring larger 
yields but will make possible the making of new tools and new 
experts by the people whom we help. 


STRENGTHENING FREE LABOR IN THE FREE WORLD 


The American Federation of Labor and its affiliates have been 
making, and are making today, a substantial voluntary contribution 
toward the strengthening of free labor in Europe in Asia, and in other 
parts of the world. Our representatives abroad report to us on the 
growing strength of the free labor movement and the intensified 
activity by-workers organized in free trade-unions to meet the Com 
munist challenge. We are working with the Confederation of Free 
Trade-Unions in that task, and we have with us representatives of 
more than 60 nations representing the workers of those nations 
embarked on this historical, difficult, and challenging task. The free 
trade-union Movement is the spearhead of the positive drive toward 
human betterment in a free society. It is also the spearhead of 
defense against internal aggression. The free trade-union movement 
of the world stands with us in the support of this historic task of 
winning the peace and in achieving economic advancement through 
free institutions. We are gaining momentum in the drive for unity 
and strength among the free peoples. The program before you is 
indispensable to carry on this drive. We strongly urge that it be 
adopted. " 

The CuHarrMan. We thank vou very much, sir. Are there any 
questions? 

All right. 


(The following additional testimony is tnserted at this point: 


STATEMENT BY WILLIAM GREEN, PRESIDENT, AMERICAN FEDERATION OF LABOR 


It is my purpose in this statement to stress as emphatically as | can the impor- 
tance of enacting the Mutual Security Program as presented to the Congress by 
President Truman, without sacrificing the vital defense-supporting and economic 
phases envisaged by this program. 

News dispatches from Moscow dated March 6, 1952, reveal that the official 
and published budget of the Soviet Union provides for a record-brea 
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time allocation of funds for military purposes. We cannot take the Soviet official 
figures as anything but a gross understatement of the actual allocation of their 
funds, manpower, and resources to armament. But even the doctored official 
figures reveal that the Soviet Union is straining every available resource to 
increase its armed strength. 

The fact that needs to be brought home in this connection is that the Soviet 
Union is not rearming: the Soviet did not disarm at the end of World War IT. 
The Communist world was not demobilized in the vears following the last war, 
while the free world did demobilize. The accumulated military strength of the 
Communist-dominated portion of the world must not therefore be underestimated 

In the light of these facts, we believe it is imperative to carry out our full 
share of the task under the North Atlantic Treaty in accordance with the plan 
of action egreed upon in Lisbon in February. 

We feel it is even more imperative that the defense-supporting and the eco- 
nomic portions of the program be approved by the Congress without a reduction 
In the conflict between freedom and communism it is these programs that hold 
the balance between success and failure in stopping the Communist aggression 
and preventing the inroads of communism in the parts of the world that are and 
want to remain free. 

It should be recognized that in Europe today the per capita expenditures for 
consumption in European NATO countries plus Germany average just one- 
fourth of the per capita consumption expenditures in the United States. In 
Italy, Portugal, Greece, and Turkey, per capita consumption expenditures run 
from one-fifth to as low as one-sixth of the United States consumption standards 
It is plain that the burden of rearmament cannot be sustained under these condi- 
tions without specific measures to help support the effert. Despite the low per 
capita income atid the low standards of consumption, Western European coun- 
tries will contribute under the Lisbon plan of action almost twice as much as the 
assistance they will receive from the United States. Without the defense- 
supporting portion of the program, and without the small portion devoted to 
economic aid, the total mutual security effort cannot be expected to succeed. 

Let me emphasize in conclusion the need for the economic aid provided on an 
extremely modest scale to southeast Asia, the Middle East, and to other areas 
in the form of technical aid and economic assistance. To carry on these pro- 
grams, where the human need is so great and where the eagerness of the people 
to begin with this help the task of helping themselves is so keen, there can be no 
hesitation On our part at this critical moment. The steps the United States has 
taken under the point 4 program are the steps of initiative and of hope that 
lead toward the realization of a healthier, better, and stronger free world. We 
regard the approval of the Mutual Security Program, which will make these steps 
possible, as the test of United States leadership today. We look to your com- 
mittee to give this program the approval it so well deserves. 


Per capita consumption expenditures in European NATO countries plus Germany, 
and the United States, 1950-51 


[In current prices] 


Amount | Percent Amount | Percent 


United States $1,327 100.0 Netherlands $338 | 
Average, NATO plus Germany 306 25.0 Norway 396 | 
Belgium-Luxemburg 545 41.1 Portugal 239 
Denmark 575 43.3 || Turkey 115 
France $4 37.1 United Kingdom 528 
Greece ; 208 5.6 || Germany 312 
Italy 241 | 18. 1 


NotTE.—Precise comparisons of the levels of defense expenditures and GNP between the European 
countries and the United States are not possible. The conversion into dollars has been made on the basis 
of official foreign-exchange rates, and the purchasing power of the dollar is appreciably higher in 


most European countries than in the United States. Adjustments to make the figures comparable cannot 
now be made. 


The CHarrman. Mr. Carey. 

J want to announce now that after Mr. Carey’s testimony the rest 
of the witnesses will have to come to the Foreign Relations Committee 
room over in the Capitol, where we will start at about 2:30. 
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STATEMENT OF JAMES B. CAREY, SECRETARY-TREASURER, 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 


Mr. Carry. Mr. Chairman and members of the committee, I am 
James B. Carey, secretary-treasurer of the Congress of Industrial 
Organizations and President of the International Union of Electrical, 
Radio and Machine Workers, ClO. 

The CHarrMan. You are aware of the time limitation and the fact 
that you can put vour statement in the record, are you? 

Mr. Carry. Yes, sir. I appreciate this opportunity to testify on 
behalf of the Mutual Security Act of 1952. 

The CIO strongly urges Congress to reexamine the basic approach 
which now dominates our efforts to gain security for America and 
the rest of the free world. We believe that these efforts will fail 
unless we do more to help our allies raise the living standards of their 
people while rearming. The ability of free countries to defend them- 
selves rests fully as much on healthy economies as on military strength. 
The rearmament aspects of security in the foreign aid proposal before 
Congress must be balanced by an adequate economic program. There 
is urgent need that Congress restore the good sense and vision of the 
Marshall plan in the foreign aid program and help complete the 
unfinished job of economic recovery. 


INTERNAL STABILITY AND*® RESISTANCE TO COMMUNISM 


I would like to touch briefly on the question of internal resistance 
to totalitarian communism that is so closely related to economic 
health of countries. We in the American labor movement have been 
in the forefront in the struggle against the Communist threat to 
democracy. We have joined with other free labor groups abroad in 
an effort to win the support of workers everywhere for the democratic 

cause. We have seen clearly that the strong positive support, 
cdeiaatty needed in the struggle against communism, can only come 
with an assurance that the freedom that is to be defended must 
include a hope for a better life. In this struggle against communism 
there is serious danger that critical countries for the security of the 
free world will fall because inadequate attention was paid to their 
internal stabilitv. The threat to American security and that of the 
free world will be just as great if Communist agents from within 
accomplish Soviet objectives as it will if Soviet troops advance from 
without. 

A narrow definition of security mainly in military terms, is tempting 
during an election year. In fact, pressures seem to be mounting to 
cut the presently inadequate portion of the Mutual Security Program 
that is not purely military. This is an economy measure and ap- 
proach that we are sure the American people would not want to take 
if they fully understood the consequences. 

Unless we take positive steps to give hope for a better life to workers 
in such key European countries as France and Italy and to the 
poverty-stricken masses of the U. N. countries, military might will not 
save these areas from chaos and communism. The will to resist 
Soviet tyranny from within or without is dangerously low in much of 
the free world. Unfortunately, the false and illusory promises made 
by communism still appeal to more people in many of these countries 





482 MUTUAL SECURITY ACT OF 1952 


than does democracy. The Communists still draw the largest sing 
party vote in France and control the largest labor organizations in 
France and Italy. The successful inroads made by their promises to 
the landless, illiterate and hopelessly poor have not vet been checked 
in the underdeveloped areas of Asia. 

The basic goals of the Marshall plan had not vet been reached last 
year when our aid program shifted sharply to rearmament. It is 
true that much progress had been made in Europe with our aid. Wa 
damaged plants and equipment had been restored, factories were kept 
running through supply of raw materials and power, and agricultura!| 
deficiencies were covered largely with the help of the foreign-aid pro- 
gram. The European countries also diverted their own resources 
eromn consumption in efforts to make their economies more productive 
and self-supporting. Relatively large proportions of the gross nationa! 
product went into capital formation in most E uropean countries 
during the Marshall plan period. In several countries, notably 
France, Italy, and Austria, this investment took place largely at the 
expense of workers’ earnings. These factors, coupled with the greate: 
demands on total output for the rising population, did not allow much 
improvement in living standards—despite sharp increases in produc- 
tion. By 1951, production indexes had reached a level 36 percent 
above the pre-Marshall plan period for the ERP countries as a group 
However, workers’ real earnings showed spotty movements, generall) 
slightly upward from the abnormally postwar lows, but rarely approach 
ing the production gains. In a couple of countries, real earnings 
even declined and for Austria, France, and the Netherlands the levels 
reached were still below prewar. Reaching prewar standards is not 
a satisfactory level. In most countries this was a depression or near 
depression period. These data, based on official earnings statistics 
and cost-of-living indexes, give only a rough indication of what hap- 
pened to the standard of living of European workers. 


ANNEX A.—PFeal earninas it 


{Indexes of real hourly earnings, 1! 


\BILITY OF EUROPE TO UNDERTAKE LARGE-SCALE REARMAMENT 


Let us examine the ability of the European countries to undertak: 
large defense programs which would cut into their production. Just 
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how much fat was there on the European economies when the shift in 
emphasis in the foreign-aid program took place? The European 
NATO countries together with Germany and Austria in 1950-51 had 
a combined gross national product on the order of $137 billions com- 
pared with about $309 billions for the United States—-this with a 
population 122 million greater than ours. Per capita gross national 
product for these countries was between one-third and one-fourth of 
that for the United States. For example, we enjoved a gross national 
product over 10 times that for France with a population only 3% 
times that of France. Out of a per capita gross national product 
in France of $690 about $55 went for defense, while total Govern- 
ment expenditures represented $176. This left $514 for invest- 
ment and personal consumption. Without taking into account 
well-known inequities in French income distribution, this does not 
leave much for an acceptable standard of living. 


’ 


Gross national p oduct, 1950-51, 


Per capita, 
in United 


States dol- 


Austria , Norway 
Belgium-Luxemburg i 76 Portugal 
Denmark } Purkey 


France 29. 4 ) United Kingdom 


Greece l 13 Western Germany 
Iceland 
Italy 


Netherlands 
rures released by MSA 


These differences in gross national products are reflected in workers’ 
living standards. The disparity is so great that direct comparisons 
have little meaning. Postwar figures on family expenditures for 
workers show that more than 50 percent of typical workers’ budgets 
were devoted to food alone in countries such as France, Italv, and 
Austria. With such high proportions going for essettial foods, not 
much is left for other important areas of consumption. Despite the 
large cut in family income going for food, per capita food consumption 
in Western Europe is below ours and is deficient in quality proteins. 
Average per capita calorie intake is about 2,800 for the European 
NATO countries compared with almost 3,300 for the United States. 
Per capita meat consumption averages about 84 pounds a year for 
the European NATO countries compared with 174 pounds for the 
United States. 

For other items of consumption, the European workers are generally 
worse off than for food in any comparison with the United States. 
Housing is hopelessly inadequate throughout much of Europe. Many 
war-destroved houses are still not restored in France and Germany. 
Building has not taken care of normal population needs in many 
countries and in Germany has not met the needs of large influx of 
refugees. European workers had hardly overcome war-caused short- 
ages of clothing and durable consumers’ goods when the Korean war 
caused new shortages and rising prices which put these items out of 
reach of workers’ earnings. 
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DISTRIBUTION OF UNITED STATES ECONOMIC AID 


As far as the effect on workers’ standards of living were concerned, 
the aid program generally operated on the “trickle down” approach. 
Our dollars went to make up for balance of payment deficits of the 
European countries and supported import largely of raw materials, 
grain, fuel, and machinery. The counterpart generally went into 
major investment programs in basic industries. to reconstruction, 
power development, to a lesser extent housing and land reform; and 
in few cases, to debt retirement. Depending on Government policy, 
the aid affected the internal situation differently from country to 
country. Where decent fiscal and wage-price policies were in force 
and where the trade-union movement. js strong and independent. 
whatever benefits accrued were passed on equitably. The burdens of 
recovery and defense were also shared fairly, This Was generally 
true in the United Kingdom, the Scandinavian countries and the 
Netherlands. Where such was not the case, as in France, Italy, 
Germany, Austria: and Greece, our aid helped the rich to cet richer. 
Little was done through our aid program to help correct inequities 
which breed discontent. Thus communism was still able to maintain 
remarkable strength in the key countries of France and Italy, despite 
the large sums of money which we expended. Low workers’ morale 
in these countries has limited the effectiveness of economic and defense 
objectives. We passed by the Opportunity of making our aid really 
effective in beating communism in these countries and gaining 4 
maximum of positive support for democracy. Tying conditions to 
aid was called “interference.” Last year, Congress recoenized the 
need to change this approach but unfortunately related the change 
mainly to the defense efforts. 

We believe that it is not too late to make our aid effective in defeat- 
ing the inroads of communism and despair among peoples of the free 
world. The high leyel of economic activity assured by the defense 
effort offers an Opportunity for Europe to Strengthen its productive 
ability and build a better life for its people. 


FURTHER RAISE IN EUROPE’s STANDARD OF LIVING AND PRODUCTION 
REQUIRED 


We propose that defense support and economic funds in the Mutual 
Security Program be clearly dedicated to this Purpose. The economic 
aid is more important than the military and should not be made 
subordinate to it. A major portion of this aid should be granted only 
on condition that the countries carry out clearly defined objectives 
designed to raise output and standards of living. It is only in this 
manner that economic and morale elements of defense against Com- 
munist aggression wil] be met. We must recapture the good will lost 
to us by our overriding emphasis on defense in the Mutual] Security 
Program. 

One approach would be our strong backing of the recent announce- 
ment of the Organization for European Economic Cooperation calling 
for an increase in output in Western Europe to meet both defense 
requirements as well as the need for a rise in living standards. Besides 
its need for investment In productive equipment, Europe requires a 
basic change in attitudes and methods to get the full benefits of its 
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resources. Output per map is one-third or less than that in America. 
The basic reasons for the low efficiency and productivity in Europe 
are found in low-volume production and low wages with accompanying 
high unit profits and high prices. Lack of wor kers’ purchasing power 
prevents the developmer nt of mass markets and low cost mass produc- 
tion. Management is satisfied with assured high profits in controlled 
markets and is not compelled by competition to modernize and produce 
more efficiently. Without much hope in the economic field, labor has 
turned frequently to political answers to its demand for better living 
conditions. We must recognize that these practices limit the effec- 
tiveness of our economic and defense aid and help perpetuate economic 
and political instability in a number of countries. 

Last vear the C1O strongly endorsed the administration's produc- 
tion assistance drive as one means of overcoming these obstacles to 
an expanding economy in Europe. This program promised to assist 
firms willing to share out the benefits of higher produc tivity in = 
form of higher wages and lower prices. Efforts were to be made 
overcome. restrictive trade practices of cartels. Free trade caus 
were to be encouraged by being given constructive economic rules in 
carrying out the program. It was hoped that this program would 
have an impact effect in leading toward an expanding economy in 
Europe. But since the announcement of the program last summer 
this constructive approach seems to have been submerged by over- 
riding emphasis placed on the narrowest concept of a . We 
recommend that Congress strengthen this and similar programs by 
clearly allocating conditional funds for purposes such as those enum- 


erated in section 516 of the Mutual Security Act. 
A major objective of our defense-support program in Europe must 
the stimulation of free countries to overcome obstacles to economic 


expansion. Allocation of funds should be directly geared to s} 


i peciiie 
measures in this direction. Workers and consumers must be assured 
an equitable share of the benefits of increased output. Our fight 
against Communism must be identified with rising living standards in 
free countries willing to help themselves. 


AIMS OF TECHNICAL ASSISTANCI 


In the underdeveloped regions of the world, our aid must be 
toward establishing an economic and political climat: 
the development of free institutions, including free trade-unions 
Positive evidence must be given to these peoples that the democratic 
process offers a real hope for improving their living conditions 
Otherwise, communism will be able to continue to exploit the eco- 
nomic and national aspirations of these people. Our basic aid should 
further economic development, land reform, and encourage adequate 
legislative sta idards on working conditions and rights of workers 

“Mr. Chairman, I would like to include for the record the resolution 
adopted unanimously at the CIO convention held this last vear, this 
past convention, covering in detail this whole foreign-aid matter. 

The CuarrMan. Very well. We will put that in the record. 

(Resolution 22, contained in the report of the resolutions committee, 
Thirteenth Constitutional Convention of the Congress of Industrial 
Organizations, is as follows:) 


directed 
favorable to 
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RESOLUTION 22—ForeEIGN Pouicy 


The Congress of Industrial Organizations affirms its determination to continue 
the struggle for the establishment and maintenance of an enduring aaaa and 
of democracy throughout the world. Today peace and freedom in the world are 
threatened by an international conspiracy controlled by one imperialist power. 
Soviet Communist aggression has fully revealed its world-wide se»pe, and we be- 
lieve that the United States must take the lead in organizing the mutual defense, 
both military and economic, of the free world. 

The Soviet dictatorship has aims and purp>ses similar to those of the Nazis and 
is Tesorting to many of the same methods. Soviet Communist ageression pro- 
ceeds by fifth-column subversion, economic coercion, threats, and deception and, 
when it dares, by open warfare against the free world. 

(Adequate military strength is only a part of the answer to Soviet-Communist 
vgeression. This totalitarian aggression against freedom seeks to ally itself with 
the revolutionary and progressive ferment which is stirring two-thirds of the 
world’s population—the underprivilezed two-thirds who are hungry, ill, and 
oppressed, 

ocial ferment and the nationalist strivings against foreign domination do 
nate with oviet communism, and the peoples of the world have nothing 
for from Soviet aggressions. Instead of denouncing these movements as 
munist, we should recognize that even when misguided they spring from a 
for individual betterment, national independence, and the 
of human dignity 
addition to repelling Soviet military aggression, the free world must demon- 
strate in practice that it can deal with the problems of self-government, land re- 
form, racial differences, labor standards, and living conditions. We must declare 
a total war against poverty and social injustices. 

loday, only 6 years after the total defeat of the Axis powers, the world is again 
faced with totalitarianism and the destruction of its basic liberties. 

Hundreds of millions of men and women in Russia, Poland, and Czechoslovakia 
1 other countries have been deprived of their freedom of conscience, their free- 
fom to worship as they please, their freedom to speak their minds without fear, 
heir freedom to live their lives in peace. Millions have been pressed into slave 
labor or are incarcerated in concentration camps. 

Totalitarianism means the destruction of free trade-unions and of their power 
to protect the rights of the workers. The wellspring of this menace is the S viet 
Union which in its 34 vears of dictat torship has become a society where the citizen 
is Oppressed in the name of freedom, where the workers are exploited in the name 
of socialism, where poverty is rampant while the rulit_g bureaucracy becomes even 
more enriched, where peace means war, and democracy means tyranny. 

In Hungary and Rumania, within the past few months, mass deportations in- 
lving tens of thousands have occurred. In Austria and Germany the practice 
inaping has been resoried to to get rid of all democratic elements in the Soviet 


1i¢ 


VC 


a, atbitrary arrests, imprisonment, and execution without trial 
vdayv occurrences Hundreds of thousands of German 
1f war have still not been accounted for 
Venezuela and other Latin-American countries th 

h, assembly, or press; no freedom of association; no free trade- 
any appeasement of Franco, Peron, or any other dictator. 

the treasured institutions of democracy. 
men may see in Franco Spain a — ary base. The free labor 
sees in the Franco ctators on ~ a prison camp for their fellow workers 

cial and economic liabil ity v of t democratic come § 1. 

CIO believes that other nations must be allowed to work for their own im- 

in accordance with their own ideals, but that improvement cannot be 


workers’ organizations and other free institutions are suppressed. 


should lend aid and aeenenee to nations which ean genuinely 
‘uggle to preserve and extend free fom and democracy. Dictators, 
nt eir anticommunism, are not assets in the struggle of the com- 
> nation 
neress of Ind rial Organizations approaches the issues of intern: 
lj f these principles. We support compietely the 1 
sngth of ourselve- and our allies so that the free 
task of raising living standards and of 
racy and freedom 
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KOREA 


The Congress of Industrial Organizations hailed the star 
and the United Nations against the aggression in NKorea it 
munist imperialism. We honor the bravery and courage 
the free world against the onslaught of the Chinese Com 
successful resistance, the idea of collective security under tl 
Nations has become an actuality It is an example whic! 
and which has brought renewed hope to ail free countries 
tain 

The CIO welcomes the possibility of arranging for 
war in Korea without any lessening in the belief t! 
be allowed to reap any gains from their crime. ‘The 
must be to achieve the litical u 
cratic country. 


nification of Korea 


THE UNITED NATIONS 


We believe that the United Nations has pointed the 
to preserve world peace and stability The world org: 
legal way to obtain collective action that cannot be 
approve the proposal that all United Nations member 
equipment, ready for prompt action on a decision by th 
Assembly. 

The CLO believes our Government, despite previous 
obstruction, should continue its sincere efforts to obtain 
cluding international control of atomic energy with full p 
reject with contempt the false peace plans propounded 
munist conferences for propaganda purposes to disguise 
pansionism. 

We call upon our Government to continue to push 


Covenant on Human Rights by the nited Nation 
the decision of the General Assembly that social and 
cluded in the covenant. 

We record satisfaction with the position taken On 1: 
States delegation in the recent meeting of the Economic ¢ 
firmly believe that in many parts of the world land ow) 
institutions affecting land work are formidable obstacles 


to higher standards of living. Thoroughgoing land ref 
! 


of farmer cooperatives should be promoted vigorous 
The Congress of Industrial Organizations welcomes the 
of the various specialized agencies, such as the ILO and 
with the U. N. The ILO is particulariv well equipped to 
operations because of its close cooperation with lab 
UNESCO is giving increased attention to adult educatior 
in promoting progress and democracy throughout the w 
The United Nations provides an orderly means by wh 
freedom can be brought to independence within the 
Government’s delegation to the United Nations should 
ing the legitimate aspirations of the peoples of Africa, Asia 
thro e fulfillment of the United Nations Charter 
“I up Couneil. 


per ple of these ecor Omlcaily underdeve 


igh +} 
tee 


The 
the inroads of the Soviet-tvpe impera 
countries. Semifeudal regimes dependent upon 
imperialism cannot stand up to the pressures of to 
propose in the United Nations steps leading tow: 
of all peoples, 

The United Nations is growing into the col 
organization which the free world requires. It 
U. N. requires greater powers in various functions 
agure ssion, inspection tor contre of atomic ere rv. il 


tion. We welcor e this process It isa process by whic 
zation can and must acquire powers to enact and e1 
I 


and ‘ 
peace in t 


After having 


CIO at its last 
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RESOLUTION 22—ForeIGN Po.uicy 


The Congress of Industrial Organizations affirms its determination to continue 
the struggle for the establishment and maintenance of an enduring peace and 
of democracy throughout the world. Today peace and freedom in the world are 
threatened by an international conspiracy controlled by one imperialist power. 
Soviet Communist aggression has fully revealed its world-wide scope, and we be- 
lieve that the United States must take the lead in organizing the mutual defense, 
both military and economic, of the free world. 

The Soviet dictatorship has aims and purp>ses similar to those of the Nazis and 
is resorting to many of the same methods. Soviet Communist aggression pro- 
ceeds by fifth-ecolumn subversion, economic coercion, threats, and deception and, 
when it dares, by open warfare against the free world. 

Adequate military strength is only a part of the answer to Soviet-Communist 
ageression. This totalitarian aggression azainst freedom seeks to ally itself with 
the revolutionary and progressive ferment which is stirring two-thirds of the 
world’s population—the underprivileged two-thirds who are hungry, ill, and 
oppressed, 

Che social ferment and the nationalist strivines against foreign domination do 
not originate with oviet communism, and the pe rples of the world have nothing 
to hope for from Soviet aggressions. Instead of denouncing these movements as 

Communist, we should recognize that even when misguided they spring from a 
wholesome desire for individual betterment, national independence, and the 

tainment of human dignity. 

In addition to repelling Soviet military aggression, the free world must demon- 
strate in practice that it can deal with the problems of self-government, land re- 
form, racial differences, labor standards, and living conditions. We must declare 
a total war against poverty and social injustices. 

loday, only 6 vears after the total defeat of the Axis powers, the world is again 
faced with totalitarianism and the destruction of its ee liberties. 

Hundreds of millions of men and women in Russia, Poland, and Czechoslovakia 
and other countries have been deprived of their aoe ym of conscience, their free- 
dom to worship as they please, their freedom to speak their minds without fear, 
their freedom to live their lives in peace. Millions have been pressed into slave 
labor or are incarcerated in concentration camps. 

Totalitarianism means the destruction of free trade-unions and of their power 
to protect the rights of the workers. The wellspring of this menace is the Soviet 
Union which in its 34 vears of dic tatorship has become a society where the citizen 
is Oppressed in the name of freedom, where the workers are exploited in the name 
of socialism, where poverty is rampant while the rulit-g bureaucracy becomes even 
mi “ty enriched, where peace means war, and democracy means tyranny. 

| Hungary and Rumania, within the past few months, mass deportations in- 

ing tens of thousands have occurred. In Austria and Germany the practice 
ari has. been resoried to to get rid of all democratic elements in the Soviet 
mes. In China, atbitrary arrests, eee and execution without trial 
ave now become every lay occurrences. Hundreds of thousands of German 

1 Japanese prisoners of war have still not been accounted for. 

In Spain, Argentina, Venezuela and otlar Latin-American countries there is 
no freedom of speech, assembly, or press; no freedom of association; no free trade- 
unions. We oppose any appeasement of Franco, Peron, or any other dictator. 
They have wiped out the treasured institutions of democracy. 

The military men may see in Franco Spain a military base. The free labor 
ovement sees in the Franco dictatorship a prison camp for their fellow workers 
and a social and economic liabilit v of the democratic world. 

The CLO believes that other nations must be allowed to work for their own im- 
provement in accordance with their own ideals, but that improvement cannot be 
achieved while workers’ organizations and other free institutions are suppressed. 
Our government rae lend aid and assistance to nations which can genuinely 
help in the struggle to preserve and extend freedom and dé emocracy. Dictators, 
however violent their anticommunism, ate not assets in the strugele of the com- 
munity of free nations. 

The Coneress of Industrial Organizations approaches the issues of international 
problems in the light of these principles. We support completely the necessity 
for building up the military strength of ourselves and our allies so that the free 
world can in peace move forward t task of raising living standards and of 


creating and preserving the blessings of noecracy and freedom. 





MUTUAL SECURITY ACT OF 


KOREA 
The Congress of Industrial Organizations hailed the stand of our Government 
and the United Nations against the aggression in Korea inspired by Soviet-( 
munist imperialism. We honor the bravery and courage of the troops d 


om 
lefending 
the free world against the onslaught of the Chinese Communists. Through this 
successful resistance, the idea of collective security under the banner of the United 
Nations has become an actuality. It is an example which has been closely watched 
and which has brought renewed hope to ail free countries adjacent to the iron cur- 
tain 

The CIO weleomes the possibility of arranging for a ¢ 
war in Korea without any lessening in the belief that the 
be allowed to reap any gains from their crime. ‘The polic) 
must be to achieve the political unification of Korea as 
cratic country. 


f 7 } t 
i the hoot! 


THE UNITED NATIONS 


“4 \ 


We believe that the United Nations has pointed the way ct neasul 
to preserve world peace and stability The world organizatio1 ust establish a 
legal way to obtain collective action that cannot be blocked by the veto. We 
approve the proposal that all United Nations members should 
equipment, ready for prompt action on a decision by the Unit 
Assembly. 

The CLO believes our Government, despite previous defeat 
obstruction, should continue its sincere efforts to obtain general disarmament, in 
cluding international control of atomic energy with full powers of inspection Wi 
reject with contempt the false peace plans propounded demagogicallyv at ¢ 


{ a 


1 
ed 


throug! “OVIE 


munist conferences for propaganda purposes to disguise Soviet-Commu 
pansionism. 

We call upon our Government to continue to push for the 
Covenant on Human Rights by the United Nations Commissior 
the decision of the General Assembly that social and economic rights must 
cluded in the covenant. 

We record satisfaction with the position taken on land reform by the 
States delegation in the recent meeting of the Economic and Social! Couneil 
firmly believe that in many parts of the world land ownership systems ar 
institutions affecting land work are formidable obstacles to raising production 
to higher standards of living. Thoroughgoing land reforms with encouragement 


of farmer cooperatives should be promoted vigorously and continuously 


adoption 


The Congress of Industrial Organizations welcomes the constructive 
of the various specialized agencies, such as the ILO and UNESCO, 
T¢ 


with the U. N. The ILO is particularly well equipped 


activities 
associated 
carry out niternational 
operations because of its close cooperation with labor organizations TI 
UNESCO is giving increased attention to adult education and can h 

in promoting progress and democracy throughout the world 

The United Nations provides an orderly means by which pee 
freedom can be brought to independence within the world comm u 


Government’s delegation to the United Nations should take 


{lt Lan 


l in support 
ing the legitimate aspirations of the peoples of Africa, Asia, and the Middle Fast 
through the fulfillment of the United Nations Charter and t activity of the 
".rusteeship Council. 


The people of these economically underdeveloped ares 


the inroads of the Soviet-type imperalism as they acquire a stake in their 
( 


owh 
countries. Semifeudal regimes dependent upon and in ail ith Europea 
imperialism cannot stand up to the pressures of today Th nited States should 
propose in the United Nations steps leading toward sel! ment and freedon 
of all peoples. 


The United Nations is growing into the cohesive int 
organization which the free world requires It is beeon 


U, N. requires greater powers in various functional! ws: 


aggression, inspection for contro! of atomic energy, in 
tion. We welcome this process It is a process by whic! 
zation can and must acquire powers to enact and enfor 
peace in the world. 

CONOMIC AID 


After having supported 1 uy ‘an recovery 
CIO at its last conventio lled ‘for 
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lead directly to improvements in the living standards of workers in the aid- 
receiving nations, especially in Italy, France, and Western Germany, where there 
is imperative need for legislative and economic reforms which will permit the 
working people to share mere fully in the benefits of the reeevery effort. Simul- 
taneously we call for action that will assist with the building of strong, free trade- 
union movements in these countries, in keeping with the explicit congressional 
directive to foster the growth of the democratic forces.” 

In the past year the Economie Cooperation Administration has developed a 
program designed to achieve these ends, and in August of this year President 
Murray welcomed this initiative in these words: 

“The Economie Cooperation Administration deserves, and will receive, the full 
support of American labor in its inspiring campaign to raise the standard of living 
of European workers and their families through increasing production levels under 
conditions that will assure an equitable distribution of the benefits. 

“There is no hope for continued existence of the free world unless and until 
living conditions of the masses of the people are bettered. The ECA’s bold new 
program promises great help in accomplishing that end 

‘There are limits, however, to the effectiveness of direct intervention in the 
internal affairs of another country and its economy by an American Government 
agency. On the basis of the past record of most European employers, the CIO 
believes the only way to make certain that workers get their fair share of improve- 
ments resuiting from increased productivity lies through the operation of strong, 
democratic trade-unions. These unions, functioning freely and bargaining colleec- 
tively and militantly as equals with employers, can insure a just distribution of 
profits. The CIO as an affiliate of the ICFTU will do all in its power to help 
develop such powerful, free trade-unions, and through them to help make this 
program truly successful for the working people of Kurope.”’ 

The CIO believes that such a program, if accompanied by a vast expansion of 
of free trade-unions which can implement the ECA’s conditions, offers the most 
inspiring hope the workers of Europe have had since the turn of the centurv. We 
pledge it our fullest support. 

It is apparent that there is an urgent surplus population problem in Europe 
particularly in Italy and Western Germany, which is delaying the rebuilding of 
Europe on a sound economie base. The CIO urges that United States resources 
be made available to assist in the reallocation of European manpower and to deal 
with the loeal overpopulation situations. To further European economic re- 
covery, we urge our Government in international conferences actively to promote 
the development of plans for labor reallocation and emigration. We believe that 
Congress should adjust our own immigration laws and regulations to allow the 
United States to do its share, with other free nations, in contributing to the 
solution of the problem. 

‘he CIO supports the stand taken by European free trade-unions in favor of the 
economic integration of Western Europe. We agree that the economic integration 
of Kurope must proceed on the basis of joint and well-coordinated planning de- 
signed to secure the most rational use of productive resources, to expand produe- 
tion, to safeguard and increase wages, to improve working conditions and livin 
standards, and to establish and maintain full employment 

We reaffirm our endorsement of the idea behind the Schuman plan and con- 
gratulate the ICFTU committee on the Schuman plan for the constructive and 
suecessful work which it has performed in coordinating the advisory funetions 
of the trade-union centers of the participating countries and of the international 
trade secretariats concerned for the preparation of the European coal and steel 
community. 


vu 
& 


We believe that the principles of the European coal and steel community should 
be extended to other industries and insist that the free trade-unions be adequately 
represented in all existing and future organs of European integration. 

The Congress of Industrial Organizztions gave its full support to the Mutual 
Securitv Act of 1951 and regrets that Congress cut the foreign economie aid reeom- 
mended by President Truman by 5-percent Under this act the functions of 
ECA will be merged with the wider tasks assigned to the Mutual Security Ageney 
and the area of aid widened from Europe to include the Near East and Africa 
(sia and the Pacific area, and the American Republies 

We offer the director of the new agency our wholehearted support if he bring: 
vision and courage to his task. We know that Communist lies, however often 
reiterated, cannot match the propaganda of practical democratic performance 
While building adequate military strength, the free nations of the world must 
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launch an affirmative, aggressive, and positive program to win peace—a total 
war against poverty and social injustice. What was begun as the Marshall plan 
for Kurope and extended later to other countries must now be extended to the 
underdeveloped countries of the world. 

Our export of industrial techniques under the technical- assistance program will 
provide maximum advantage to us and our friends abroad only if it is joined 
hand in hand by the introduction of those social and labor techniques through 
which the American people have developed our own system of checks and balances 
in ovr industrial civilization. These techniques can best be taught by the men 
and women of American labor, with their wide experience and humanitarian 
outlook. 

The American people can and must spend for peace amounts comparable to 
those expended for wars. Neither war nor peace is inevitable. We must develop 
military strepgth to protect our security while at the same time we must carrv 
out a positive program of economic aid as the best hope of avoiding total war. 


MUTUAL DEFENSE ASSISTANCE 


The CIO is well aware that West European economic and political revival has 
been delayed by the fears and doubts resulting from military weakness in the face 
of the armed strength of the Soviet Union and its satellites. Our military assist 
ance program and our determination to participate in the defense of world de- 
mocracy can give Kurope the confidence necessary for sound recovery. 
lels, but in no sense replaces, the need for continued economic aid. 

We wholeheartedly support the North Atlantic Treaty Organization and its 
development of permanent machinery to plan the defense of freedom in Europe, 
We believe that, with the United States continuing its policy ot helping other 
countries to help themselves, this can be done without injury to their civilian 
economies. Our Government should be sympathetic to revisions in present 
arrangements when it can be clearly established that these are necessary to insure 
that serious harm is not done to living standards of the working people. 

We urge our Government to continue its exploration of the possibility of building 
in Asia a corresponding mutual defense organization, so necessary to check the 
expansionist designs of Soviet imperialism. 


It paral- 


LABOR PARTICIPATION 


The CIO again stresses its belief that our Nation will directly benefit by the 
appointment of men and women trained in the ranks of labor to influential posi- 
tions in the planning, policy, and operational divisions of the State Department. 
Such an infusion of labor-minded citizens into our foreign-affairs program would 
constitute a long-overdue recognition of the need for using every resource at the 
Nation’s command to solve the enormously complex problems which face our 
Government throughout the world. 

The American labor movement has channels of communication and relation- 
ships in foreign countries, the use of which is essential to the successful prosecution 
of a democratic American foreign policy. We are convinced that the absence of 
men drawn from the ranks of labor is a striking weakness in the State Department 
agencies engaged in the campaign for truth, our answer to Soviet and Comintern 
propaganda. Since the appeal launched by our totalitarian enemy is addressed to 
the discontents and dissatisfactions of working people everywhere, the democratic 
alternative to the false Communist remedies can best be expounded by spokes- 
men who are accustomed to dealing with precisely those problems. 

Labor’s participation in the ECA has accounted for much of the popular success 
of the recovery program; labor’s moral appeal and experience have helped avert 
policies that might have weakened the understanding of ECA by the great mass 
of European workers. 

It is essential that the experience of American labor should be used in the 
delegation of the United States to the General Assembly of the United Nations, 
to the Economie and Social Council and to the various commissions and special- 
ized agencies. 

A serious defect in American foreign poliey is the absence of American labor 
from its highest councils Obviously, people who can understand, assess and 
work with the labor movements of other countries are needed by our Govern- 
ment: our American unions can provide such experts from their ranks, who can 
effectively serve our Government and the democratic movement 
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PEACE TREATIES 


The peace treaty with Japan has now been signed, and it is our hope it wil 
speedily be ratified by the countries coneerned. The Congress of Industria 
Organizations welcomes the reincorporation of Japan into the community o 
free nations and pledges support to the organized Japanese workers in the effort 
to insure the orderly, democratic progress of their country. 

he decision to go ahead with the peace treaty despite the obstructive abste1 to I 
tion of the Soviet Union was in keeping with our interests and those of the fr wou 
world. We believe that all the signatories of the treaty should require fro a 
Japan a firm respect for democratic principles and great care should be tak | 
not to permit any infringement of trade-union rights, acquired since 1945. Japar stre 
can thus become an important Asian buiwark in the fight for freedom and den sion 
ocracy throughout the world. cat 

The conclusion of a peace treaty with Germany is still obstruc v the Sovir ain 

t | creating division and chaos. We believe our government should urz ina 

i} 


LHe ynclusion of a treaty with the German Federal Re publi | 


tv and independence to Germany and ma 


reacceptance in the West European community are necessary for the sound ec con 


rl of soverelga 


nomic revival and military security of West Iurop: Desirable measures suc pro 
as the Schuman plan and the Pleven plan designed to achieve closer integratio adl 
of the European democracies require that our Government move quickly in thi Sta 
deve ke pment. fau 
The CLO weleomes the reconstruction of the German trade-union movement oul 
which‘is affiliated with the International Confederation of Free Trade Unior 4 
and an active fighter against both red and black totalitarianism. We pledge t} de 
German workers our support in their efforts to establish a healthy Germar as 
democracy and in their struggle against the attempted revival of Nazi and 
miltaristic influences 
The CIO believes that it is : time for our Government tn its efforts to regi 
larize our relations with Austria to ignore the obstruction of the Soviet Unio 
The Austrian workers through the determined action of their anti-Commun 
trade-union movement have successfully opposed numerous illegal Communis 
actions. They have earned the admiration of the democratic world for thi 
determit i stand in their exposed outpost 


l 


w being undertaken to revise the Italia 
peace treaty We believe that the treaty is unfair t 


( 
The CIO welcomes the negotiations no 


o the Italian peopl a 
prevents Italy from resuming its rightful responsibilities in the organization 
Europe and the United Nations. 


INTERNATIONAL CONFEDERATION OF THI R} PRADE-UNIONS 


International Confederation of Free Trade-Unions, although not 
vet ld, has already become the spearhead for the efforts of workers in t 
free world to raise their living standards and achieve a better hfe in conditio: 
) 


of ial ce now represents over 52 million workers and with a number 


of i riant applications for affillation now pending has quickly attained the 
leadership in its field. 


This congress reaffirms its faith in this powerful international organizatio 
of free workers. We commend it for its forthright opposition to all forms of 
oppression, for its unqualified stand against Soviet-Communist aggression a1 


agi : resurgence of reactionary pro-Fascist forces 

T ClO, together th the AFL, British TUC and other democratic trad 
unions, plaved a leading role in the establishment of the ICFTl We are pro 
of this work iO n represe tive and other CIO representativ: 
abroad have been actively assisting ' ‘TU, 1 thi 
tinued and expanded ; 

The Second World Congress of the TU, held in ilan 1951, der 
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onstrated that the plans for regional! organizations of progre 
rapidly ai thi , “TU ha ne truly representative of world 
includ i 
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The CIO delegation participated actively in the committees of the Milan 
Congress and the resolutions adopted there are in accord with CIO policy. This 
CIO convention endorses the ICFTU resolutions and recommends them to all 
CIO affiliates. 

LATIN AMERICA 


The CIO through its Latin American Affairs Committee will contir 
to further the social, economic, and political interests of the workir 
women of Latin America. We oppose uncompromisingly the dictator 
of Argentina, Venezuela, and other countries in this hemisphers 

The CIO firmly believes in our Government’s policy of building up t 
strength of the American States against the threat of Soviet-( 
sion, but we protest that under the Mutual Security Act on 
cate d for economic aid to Latin America. I his is onlv one 
amount allotted for economic assistance abroad and _ is, 
inadequate to meet the need. 

In the economic mobilization for defense which our Natior 
many orders will be placed in Latin America. The CIO beli 
contracts and agreements coneluded with our southern neighbors 
provisions guaranteeing adequate wages and working condition 
adherence to labor contracts and existing social and labor legislatior I 
States corporation or industrial concern which does not pursue enlightened 
fair policies in Latin America forfeits its moral right to the servis 
our Government's foreign service and agencies 

The CIO welcomes the establishment of Organizacion Regiona 
de Trabajadores (ORIT), the regional organization of the [CFT | 
as decided in Mexico City, January 1951. We believe that ORI! 
a great force for the advancement of the interests of free labor and 
throughout the hemisphere 

The affiliation of the CIO to ORIT is fullv endorse: 
we believe that through the solidarity of all labor in the 
democracy, encourage the growth of free unions, and assist our | 
opposition to the dictatorships which threaten them. 


bv this e 
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MIGRANT WORKERS FROM OUTSIDI THE CONTINENTAL 1 


The Congress of Industrial Organizations is deeply concerned \ 
and living conditions of migrant workers. Workers from Pu 
and Caribbean nations working in the United 
exploitation and discrimination in ways destructive of 
national friendship. 

Hundreds of thousands of Mexicans have been encouraged 
border and have found employment in industry as well as agricul 
entrants are easy victims of exploitation, and their presen 
wage scales throughout the Southwest 

The farm labor bill passed by Congress this year ignores 
of the President’s Commission on Migrant Labor. took 
recruitment of domestic workers, and authorized the ji 
under contract without steps to outlaw illegal entrv or a 

The new Mexican agreement for bringing in contrac 
months only, and authorizing legislation should be revis 

The Farm Placeme nt Service of the { nite d States 1) nartn 

¢ : \ 


\ligrat« 


States are 


severely criticized by the President's Commission o1 
consulting with labor, as it does with the growers, and 
standards to be adversely affected \lexicans are I] 
proper proced ires for proving that domestic workers cant 
conditions are offered. Methods for determining appropr 
quate, and rates as low as 50 cents an hour have been authorize 
\lore blame attaches to Congress than to the Depart: 
of Emplovment Security, and the Farm Placement Service 
cies should be less subservient to the larger growers and to 
Representatives, Congress itself betrayed the America 
execution of the 1951 United States-M an farm labe 
enabling legislation for ar Ful 
farm workers. The House 
efforts of powerful 
Agricultural Committe 
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for the conduct of its business in the field of migrant labor by assigning bills 
affecting farm workers to the Labor Committees clothed by law with exelusiv: 
jurisdiction over such legislation. 

The CIO urges President Truman and Congress to put into effect the major 
recommendations of the President’s Commission on Migratory Labor, including 
a Minimum wage for agriculture and a constructive program for recruiting domes- 
tic workers, including Puerto Ricans, under decent conditions of employment 
and living. As an interim step, we urge Congress without further delay to take 
the measures for controlling illegal entrants recommended by President Truman, 
with adequate appropriations for the Farm Placement Service and the Immigra- 
tion and Naturalization Service. 

We urge the United States Department of Labor, in administering the Farm 
Placement Service and the Mexican contract labor agreement, to carry out mors 
effectively its solemn responsibility to protect American standards of living and 
to prevent exploitation of citizens of friendlv nations. Where Mexicans or other 
foreign workers are admitted, they should have decent conditions, the right to 
join United States unions, and the full protection of our social legislation. We 
oppose the importation of foreign workers for any type of processing operation 

As part of the development of a constructive program for supplving agricultural 
labor, the United States Department of Labor should cease to permit the Farm 
Placement Service to give growers overwhelming consideration in its operations 
The representatives of organized labor should be given a voice on general advisory 
committees and on all bodies dealing with the need for bringing in foreign workers 
and the conditions under which thev are admitted. 

This convention calls to the attention of our affiliates the importance of renewing 
their efforts to organize workers engaged in the processing or the growing of farm 
products. We favor continued close contact between the CIO and the free labor 
movements of Mexico and other nations of the Western Hemisphere for mutual 
consultation on the problem of migrant labor from those countries. 

























The CHarrMan. Your organization favors the bill as it is written, 
does it? 

Mr. Carry. Very vigorously, sir. 

The Cuarrman. Thank you. 

The other witnesses will have to appear 
Committee room at 2:30. 

(Whereupon, at 12:55 p. m., 
of the same day.) 
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it the Foreign Relations 
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1 recess was taken until 2:30 p. m. 










AFTERNOON SESSION 








The hearing resumed, following the expiration of the recess, in the 
hearing room of the Senate Foreign Relations Committee, United 
States Capitol, at 2:30 p. m., Senator Theodore Francis Green, acting 
chairman, presiding. 

Present: Senators Green and Hickenlooper. 

Senator GREEN. Is Mr. Mulkern here? 

Mr. MuLkern. Here. 

Senator GREEN. Will you please come over here and take this seat? 

I am Senator Green, a member of the committee. 
has asked me to preside until he can come in. 

Mr. Mutkern. Do you wish me to proceed? 

Senator Green. I think you might as well. There is no telling 
these days, with all the simultaneous committee meetings, when 
others will arrive. 












§ 
< 


The chairman 












STATEMENT OF FRANK MULKERN, WASHINGTON, D. C. 


Mr. Mcuikern. Mr. Chairman and members of the United States 
Senate Foreign Relations Committee, my name is Frank Mulkern. 
lL reside at 3133 Connecticut Avenue, Washington, D.C For 10 
vears I have appeared before various committees of the Congress as 
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representative of a national conservation organization, without com- 
pensation. | am before you today as a frightened private citizen 
who sees the-resources and wealth of this Nation being dissipated all 
over the world. By reason of the 600 seconds allotted me, I will be 
brief. 

This bill, if put before the voters, would be overwhelmingly defeated 
in every one of the 48 States. The people do not know that on March 
12, 1952, there existed an unexpended sum of $15,422,829,000, au- 
thorized and appropriated by the Congress for military assistance and 
foreign relief. This fact alone renders unnecessary the authorization 
of a single cent at this time. 


DRAIN ON UNITED STATES RESOURCES 


The effect over the vears of this gigantic spending abroad is having 
a disasterous effect here. Our national park system, visited by over 
32,000,000 Americans, is having a difficult time in securing operating 
funds. Nearly half a million acres in our parks are privately owned. 
This increases the difficulties of proper administration and improve- 
ment. At the rate these private lands are being acquired, it will be 
100 vears before all are Government-owned. 

The situation is even worse in our latest big park established in the 
Big Bend country in Texas in 1944. This park, with an area of 708,000 
acres, contains 8,836 acres of private lands urgently needed by the 
Service. It is being purchased at the rate of 40 acres a vear and will 
require, at this rate of progress, 220 years to bring all land in the 
Big Bend under national title. The nearest park to Washington, 
Shenandoah, contains about 10,000 acres of private holdings. It 1s 
a sad commentary that we cannot afford $30,000,000 to complete our 
park system while we pour billions abroad. 

At the end of World War I, May 1919, the Department of State 
had 7,000 employees. Now they have about 30,000. Every Ambas- 
sador, every Minister, every consul all over the world, promise con- 
tinued aid in money from United States taxpayers. The director of 
this extortion combine appears before House and Senate committees. 
They tell you, ““‘We have promised this aid. We have to pay it to 
these people. The prestige of the United States depends on keeping 
our word.”’ Whose word? Not the Foreign Relations Committee’s 
of the Senate, nor the Appropriations Committees’ of the Congress. 

It is time for ¢ ‘ongress to legislate for the United States. You were 
elected by Americans. Cut down the State Department to where it 
belongs and restore to Congress its constitutional powers as specified 
in the Constitution. 

We have poured our resources for years into every continent with 
se single exeeption. The reason why we have not sent money 
there is that there is no representative of the State Department to 
promise it. Lrefer to the continent of Antarctica. 


UNEXPENDED BALANCES 


Senator Green. | would like to ask vou just what you meant by 


one of your opening statements, that we had some In 


iwe sum of money 
unexpended. Where did you get that figure? 
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Mr. Mutkern. I got that figure from Paul O. Peters, a 

consultant. His office is at 918 F Street. 

from the Government. 
Senator GREEN. 











reseal 

He said he has his figu: 

These are Government figures. 

What do vou think he meant by that? 

Mr. Mutkern. What I think he meant by that was that this ; 

of over $15 billion was money already appropriated for foreign 

military aid that has not vet been expended. 
Senator Green. What do you mean by ‘ 
Mr. MuLKrERN. 
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‘expended’’? 
It is in the Treasury, awaiting checks to | 
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‘things, materials of all kinds, 


tanks and planes and shy 








but it must have the money appropriated before it can do so; but 
does not pay for them until it gets them. 


Mr. MuLkKern. Yes. 
Senator Green. And so, until they are delivered, there is th: 
money still waiting, but it is all obligated. I think you will find tha 
by the end of this fiscal vear there will be nothing le ft: that nearly th 


whole sum will be either expended or obligated. Would that chang 
your argument? 


Mr. MuLKeEerRN. Well, now, 





That is wise, is it not? 







































































[I may ask the Senator this questio: 
If the rate of expenditure has been overestimated by the vario 
services and by the foreign-aid people, why can they not ent down 
this appropriation bill to let the poseoetiate Ci 
acts? 

Senator GREEN. 
estimate? 

Mir. MunLkern. This tremendous sum. 

Senator Green. There is no sum there. Most of it has been eith: 
paid out or obligated and will have to be paid out. 

Suppose you build a ship for the Government. The Governme 
is not going to pay you until the ship is done, vet the money 
You would not wait until i 
that the money has bee 
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Vtany surplus. There is noth 
there you can spend unless new funds are appropriated. 


Mr. Mvutkerx. Do you mean to say this $15 billion has be 
obligat ed? 
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cent of that money—lI think every cent; every dollar, practically all 
of 1 will have been either paid out or else obligated. I will 
that word, in deference to Senator Hickenlooper. 

Senator HickKENLoopER. Obligated under the same general theory 
of contract authority, which we discarded here a vear or so ago. 

Senator GREEN. | think the figure which was given you probablv 
appears here in the military assistance program. That is, as of Jan- 
uary 31, 1952, there was unobligated $4,520,000,000. That is prob- 
al bly the figure that was given you. But oe the end of this vear most 
of that will be either spent or obligated. 

Mr. Mvunkern. Senator, I have had a little experience around the 
Government, and I know when a department in the old days had 
inything left near the end of the fiscal year—as with these four or 

billion dollars passing around—they spent it, so the next time 
they came back before an Appropriations Committee the committee 
al not say, “You overestimated your costs last vear and we will 
cut you $5 million.” If they did not spend the money they had to 
turn the money back to the Treasury. Maybe this outfit that 
spending this $15 billion is working on that same procedure. 

Senator Green. If they had already contracted for it they might 
not have actually spent any of it. They might have agreed to spend 
it, in Which case they would not have anything more left to spend. 

Mr. Mutkern. Thank you very much, sir, for your information. 
| tried to come in here with what I thought was correct. Maybe I 
am wrong; maybe I am right. 

Senator Green. I did not want you erroneously to assume there 

vas a large left over for next vear, so that if they do not have any 
appropriation for next year there would be nothing that they could 
obligate. 

Mr. MuLkern. That would be a happy thing, if we did not have 
io have any more appropriations. 

Senator GREEN. Would it be a happy thing if we had to stop the 
wheels of government? 

Mr. Mutkern. I did not mean our Government. 

Senator GREEN, That is what we are talking about, appropriations 
vy our Government. We do not quote figures for other governments. 

Thank you so much. 

Mr. Bernard Weitzer. 


Will you identify vourself, please? 


use 


is 


STATEMENT OF BERNARD WEITZER, NATIONAL LEGISLATIVE 


DIRECTOR, JEWISH WAR VETERANS OF THE UNITED STATE; OF 
AMERICA 


Mr. Werrzer. My name is Bernard Weitzer. 1 am the national 
vislative director of the Jewish War Veterans of the United States of 
\merica and reside in Chevy Chase, Md. 

Mr. Chairman and Senator Hickenlooper, personally and on behalf 

the Jewish War Veterans of the United States of America, | am 
auppy to express apprec iation for this opportunity to present to your 
ymmittee our views in favor of the full Mutual Security Program, as 


‘commended by the President, which vou are considering. [| am 
rlad to say that our organization has successively approved and I have 
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Though our economic assistance and the industrious efforts of the 
peoples and the governments of our allies have resulted in great 
accessions to their economic strength, that strength is still insufficient 
to enable them to meet the entire cost of adequate military defenses 
wholly from their own resources. Nor can we ever forget that ade- 
quate military defenses mean more than military forces and their 
essential equipment and supplies. Adequate military defenses con- 
note an equally strong economy as a base. 

Here in this great, powerful country of ours, with its high standard 
of living, there have been strong murmurs about our high tax burden 
and the high cost of living despite the fact that we continue to be, 
by far, the best fed, the best housed, the best clothed, and the best 
convenienced and served people ta the world. How important it is, 
then, that we be fully aware of the burden which the defease costs 
will place upon the shoulders of our friends who have only recently 
seen a slight improvement in their standards which were at bare 
subsistence levels until a few short years ago. They are well past the 
convalescent stage but they do not have any great surplus of energy 
or resources available for a full defense effort oa their own. 

The situation I have just outlined underlines and emphasizes the 
importance of the defense-support item in the Mutual Security Pro- 
gram. It is a form of economic assistance which streagthens the 
base for the military-defease structure. Its value is clear, for as the 
President’s message states, it will create 
more than twice as much military strength in Europe as would the same fur 
spent for the direct transfer of military equipment from the United State 


cis 


In addition, it will strengthen the economy in all of the countries 
concerned. It would endanger the whole program to omit any part 
of this essential support. 

What applies to the NATO phase of the program applies with 
equal force to the programs proposed for the Near East aod Africa, 
for Asia and the Pacific, for the American Republics, and the multi- 
lateral technical assistance, immigration, vod relief-package freight 
The tofectious disease of communism will thus be met BS a sort of 
antibiotic force in these defeose-support and ecooomic- and technicel- 
cooperation outlays. Weakoess on that score cao provide the most 
inviting entrance potot for the Communist subversive activities. It 
is really frighte log to realize that of the 13 critical materials needed 
im our production. of kev defense materials, 6 materials are ot 
produced in this country at all, aod of the remaining 7, 4 more such 
materials are produced to the exteot of more than 90 percent to 
countries far removed from our own. For zine aod copper we depeod 
for slightly more than 40 perceat of our needs ¢ oo foreiga nations aod 
our needs for lead are met to the extent of 55 percent from foreign 
sources. Most of these products come from lands ta which our 
Technical Cooperation Administration and our multilateral technical- 
assistance programs are working steadily to tacrease productivity ; in 
the latter case, through our cooperation with the United Nations 
These programs are vital to our national security, and our national 
security is the basic reason for our support of this whole Mutual 
Security Program. 

An expenditure of nearly $8 billion represents a huge degree of self- 
denial, a great tax burden, but it is a small price to pay for the 
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objective toward which we as a Nation are striving. What vou hay: 
already done has brought us far along the road and we are confident 
that your approval of this Mutual See urity Program will bring u 
well aloag to the full achievement of out hopes. 

[ just want to add, when we face the price we are paying today 
Korea for the loss of China, it just emphasizes that whole thought. 

Senator GreEN. Are there any questions? 

If ae thank you very much. 

Mr. James S. Martin. 


STATEMENT OF JAMES S. MARTIN, GENERAL COUNSEL, 
ASSOCIATION FOR INTERNATIONAL DEVELOPMENT 


Mr. Martin. Mr. Chairman, Senator Hickenlooper. My name is 
James 5. Martin. I am general counsel to the Association for Inte: 
national Development, a trade association organized under the laws of 
the District of Columbia with offices at 1737 H Street NW. 

Mr. Chairman, the Association for International Development is a 
recently formed organization of small- or middle-sized business and 
professional firms interested in promoting development. In formin: 
this association we acted on the understanding that the Congress 
through the Act for International Development and the Mutua! 
Security Act of 1951, intended to encourage private initiative and the 
participation of private capital in deve loping the resources of countries 
which are just beginning their economic growth. Our intention is to 
round out a framework to be used in mobilizing efforts by private 
enterprise in this field, and to furnish a link between official agencie: 
and qualified private groups interested in international development 
The Mutual Security Act of 1951 declared that the act should be 
administered in such a way as to eliminate the barriers to, and provid 
the incentives for, a steadily increased participation of free privat: 
enterprise in developing the resources of foreign countries as provided 
in the act. 


CRITICISM OF TCA 


experience during the past vear of operation of the point 4 program 
however, indicates that point 4 has been limited almost entirely to 
direct Government aid and welfare activities in the fields of health 
education, and agricultural research and demonstration. 

We have no objection to welfare activities as such, but we think 
there is a very definite distinction to be drawn between dispensing 
technical advice and services in the welfare field, and the actual 
development of profitable new resources which could put welfare 
activities on a self-sustaining basis in the countries now receiving aid 
We think it is imporiant to find out which interpretation the Congress 
intended. 

The point-4 program as administered by the Technical Cooperatio: 
Aininist ation in the Department of State has broken down com 
pletely, or has failed to get off the ground at all, in the field of 
sduieiel: development and the actual creation of new sources o! 
wealth in the aided countries. The Act for International Develop 
ment declares it to be the policy of the United States to aid in th 
deve ‘lopme nt of the resources of unde rde ‘velope di areas by encour: agi! 
the exchange of technical knowledge and skills and the flow of inves 
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ment capital, wherever such technical assistance and capital can 
effectively contribute to raising standards of living, creating new 
sources of wealth, increasing productivity, and expanding purchasing 
power. The same act also provides that in carrying out the authorized 
program the participation of private agencies and persons shall be 
sought to the greatest extent practic able. 

In the field of de ‘velopment of basic resources, instead of providing 
encouragement to private firms to undertake the development of 
specific resources, as a practical demonstration of how new develop- 
ments can be touched off, Government missions have been sent out 
to make economic surveys, reports, and recommendations for national 
and regional economic development. Such general surveys and re- 
ports are of such high order that they can be of use only to a very 
large corporation that can afford to maintain a staff to interpret the 
reports, and then send their own men or hire a private engineering 
firm to go down and check on the basie facts. 

This planning, surveying, and reporting is being done largely in a 
vacuum. So far as we have been able to ascertain, point t offic’ ials 
are unable to point to a single instarce in which such gene oa plans 
and surveys have resulted specifically m the creation of any new basic 
industrial enterprise. Surveys and studies which are not geared to 
some concrete plan of action are a waste of time and money, except 
perhaps for the few technicians and experts who get a free ride and 
a chance to broaden their education by travel. For the most part 
such surveys and studies are being undertaken by Government mis- 
sions. In some cases, however, private engineering and consulting 
firms have been hired to do similar work. This is not a fair example 
of what we believe is meant by the participation of private enterprise 
in the development of resources. 


GREATER ECONOMIC DEVELOPMENT PROPOSED 


We believe that the intent the Congress expressed in the point 4 
legislation and the Mutual Security Act would be served by the 
encouragement of mutually profitable enterprises, in which American 
capital joins with local capital to create new production units. Such 
projects would pay their own way in the end, and would actually 
create new wealth. 

As we understand the attitude of the point-4 agencies at the present 
time, they do not believe that the Congress intended assistance to be 
provided directly to help establish particular enterprises. They 
believe that technical services should be confinded to giving general 
advice to other governments, and making general plans to show how 
industries might be developed, provided capital is aveilable. We 
have seen no evidence that capital is actually ready to flow on such 
terms. 

We think the point-4 program must bring its focus down so that 
small and middle-sized American business can participate in world 
development—providing specific, on-the-spot information and plan- 
ning for concrete projects, rather than generalities which must be 
checked and investigated at considerable expense before anyone can 
tell whether profits able development is really possible. 

This is an issue of policv which only the Congress can resolve. We 
think the point 4 provisions of the Mutual Security Act should be 
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clarified. At present, the so-called industrial program of point 4 has 
run off into a lot of boondoggling instead of carrying out the declared 
purpose: to encourage increased participation of free private enterprise 
in the development of resources abroad. 

If funds are simply going to be used to carry out more and more 
veneral plans and surveys, it may be that an entirely different kind 
of legislation would serve the purpose better than the present act. 
For example, many people believe that the tax concessions granted 
by Congress to firms undertaking private development work in Puerto 
Rico have accounted for much of the phenomenal development of 
that area in recent years. It is quite possible that similar tax con- 
cessions could be extended to companies engaging in deveopment 
projects in countries which have signed point 4 agreements. Such 
concessions would probably do far more to spark-plug actual develop- 
ment of resources in those countries than the present steady build-up 
of Government missions, ard the craetion of bigger hierarchies of 
Government employees engaged in general planning and surveying 
and demonstrating. 

Or, to take another example, a system of loans to small private 
firms, to enable them to undertake specific projects which will set up 
new enterprises, might entail much less expense and have more effect 
than the continuance of the present program. 

Mr. Chairman, whatever answer the Congress gives to these ques- 
tions of policy, we think the small and middle-sized private business 
and professional firms interested in world development are entitled 
to a clear statement of the Government’s intentions. 














NEW ORIENTATION 





OF TECHNICAL 





ASSISTANCE URGED 


Senator GREEN. Your statement is a very clear criticism of the 
existing law. Are we to understand that you are opposing the bill 
that is now pending before us, the Mutual Security bill? 

Mr. Martin. In the first place, I should say that we are not oppos- 
ing the bill as presented. In fact, we are not certain that an actual 
change of the wording of the statute is required. The wording which 
1 quoted in my statement seems to us to be a fairly clear indication 
that it was the intention of Congress that this specific kind of en- 
couragement should be given. I am merely pointing out that in 
practice, when we who represent firms in private business like to try 
to cooperate with the Technical Cooperation Administration, we 
find we are discouraged rather than encouraged by the replies. 

Senator Green. It is our duty at present to consider the proposed 
Mutual Security bill. 

Mr. Martin. Therefore it seems to me, Mr. Chairman, that if 
in the opinion of this committee the present Mutual Security bill as 
drafted clearly contains language that indicates an intent to encourage 
private enterprise to actually engage in development activities, then 
perhaps simply a statement by this committee to that effect will be 
just as well as any change in the wording of the act itself. But we 
do think that in its report the committee should make clear what was 
the intention of the Congress in the Mutual Security Act of 1951 and 
what is to be the intention of this committee in its recommendation 
of the Mutual Security Act of 1952. 

Senator GREEN. Senator Hickenlooper, have you any questions? 
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Senator HickenLoorer. Mr. Martin, I take it that you believe 
that private enterprise is a successful defense of progress; that is, the 
integrity of private enterprise. 

Mr. Marrtn. I do, sir; subject to certain qualifications. 

Senator HickENLooreR. And you believe that private enterprisers 
can probably do more to lift standards of countries and develop their 
situations than endless Government missions? 

Mr. Martin. That is correct. I think I could subscribe to that 
100 percent. 

Senator HickENLoorER. And I take it that vou believe that if 
our policy is as it has been declared in the law to be, to encourage the 
flow of private capital for development, that we should encourage the 
integrity of contracts and discourage expropriation and other things 
that private enterprisers are so often fearful 

Mr. Martin. That is correct. 

Senator H1ckKENLOopER. I do not think I found myself in disagree- 
ment with you. 

Mr. Martin. Thank you, sir. 

Senator HicKeENLoopeER. | think it is a very important thing that 
vou have pointed out here, but I am not too encouraged to think it 
will be followed vigorously. 

Mr. Martin. If I may say so, I found out at considerable cost to 
my own personal experience last year that I personally spent $16,000 
trying to find out how to cooperate with the Technical Cooperation 
Administration on specific projects that might further the point 4 
idea. 

Senator Green. Thank you. 

Dr. Dobriansky. 


Will you give your full name and identify yourself, Dr. Dobriansky? 


STATEMENT OF DR. LEV E. DOBRIANSKY PRESIDENT OF THE 
UKRAINIAN CONGRESS COMMITTEE OF AMERICA 


Dr. Dosriansky. My name is Dr. Lev E. Dobriansky. I am a 
member of the faculty at Georgetown University. I am president of 
the Ukrainian Congress Committee of America. 

In assuming this privileged opportunity to testify on the Mutual 
Security Program I should like to address myself almost exclusively 
to that vital and delicate part of the program covered by what has 
pene? come to be known and accepted as the Kersten amendment 
to the Mutual Security Act. It is with a live sense of reasonable con- 
fidence, based on my wide association with American groups actively 
engaged in achieving a vigorous and genuine unity of anti-Communist 
forces here and abroad, that I feel the following general observations 
and concrete proposals accurately express the dominant sentiments 
and sober judgment of a broad section of our population. Particularly 
is this true of those possessing an intimate knowledge of the political 
realities behind the iron curtain, especially the imposing reality of 
Stalin’s greatest weaknesses. 


VALUE OF THE KERSTEN AMENDMENT 


For an effective and rapid implementation of the Kersten amend- 
ment, which our farseeing Congress passed last year, 1 earnestly urge 
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an expansion of the allocation originally provided for, upward of § 
billion, in the coming fiscal year. From every angle, even at thi 
moment of economy requirements, this cannot rationally be construe: 
as an exaggerated proposal, once the salient facts are assembled an 
a reasoned analysis is undertaken in terms of them. It would seen 
that at first deliberate consideration should be given to the prim 
motivations of interest in providing an adequate fiscal base for th 
effective implementation of this innovating amendment. 

These, I believe, can be reduced to the following general points: 

(1) An intent to utilize all possibilities for the secure defense of ou 
Nation and of the free world, which in this instance means even thi 
immense support of allied elements and peoples behind the iro: 
curtains; 

The sincere desire to maximize the chance of a firm preclusio: 
of a general conflagration, which in this respect involves an enhanc: 
ment of the outstanding weaknesses of the Soviet Empire and th 
cancerous spread of deep, psychological uncertainty in the pregnabl: 
Sov - apparatus for world conquest; 

The wisdom to prepare thoroughly even for the tragic exigenc) 
of a aan war with the justified aim of minimizing unnecessary Tosses 
in American lives and treasure; and 

(4) An inspired will to infuse into our free world leadership thi 
moral purpose of justice and the universal principles of natural law 
that are so magnificently preserved in our Declaration of Independenc 
and with which the Kersten amendment is in exemplary keeping. 

A sound reflection on the significant meaning of these motivations 
of interest cannot but incline us toward serious consideration of thi 


suggested formula that our defense can be greatly magnified in rela- 


tive terms and at far lesser cost through the ready medium of weaken 
ing the vulnerable position of our adversary in this cold war. Beyon 
question of doubt, it will assure us the winning power of initiativ: 
that we have vet to fully acquire in our cold-war maneuvers. Ther 
is every indication to believe that Stalin is placing considerabl: 
credence in the prophetic utterance attributed to his predecessor that 


“Some day we shall force the United States to spend itself into 


destruction.” 

Senator Green. Will you give us the source from which you took 
that quote? 

Dr. Dopriansky. That is from The Foundation for Economi 
Education, a quotation from Lenin in 1924. I do not have th 
booklet issued by the foundation. 

Senator Green. What is their authority for the statement? 

Dr. Dopriansky. I don’t recall. I got the quote from the booklet. 

Senator GREEN. On what occasion was it made? 

Dr. Dosrtansky. It was simply stating, as I recall, or referenc 
was made to the fact that Lenin is reported to have said in 1924 this 
particular statement. 

Senator Green. | wondered whether it was from the context of a 
speech or not. 

Dr. Dosriansky. I really couldn’t say. 

Senator GREEN. Excuse the interruption. 

Dr. Dopritansky. A policy of mere containment contains th 
seeds of this destruction whic h may well sprout unless this approach 

s fearlessly suppleme nted by the realized contents of the Kersten 
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amendment, and the selection of items for aid is prudently adjusted 
io a scale of relative critical importance. 


PRACTICAL ASPECTS OF KERSTEN AMENDMENT 


As interpreted by its sponsor, there are four essential items in the 
Kersten amendment, three of which fall into the order of practical 
means, the fourth into that of moral significance. The three practical 
items consist of: 

(1) The care of escapees from behind the iron curtain: 

(2) The formation of respective national military units consisting 
of present and future escapees and integrated into the North Atlantie 
Treaty Organization; and 

(3) The support of selected persons residing in Communist-domi- 
nated countries or, in other words, those dedic ceo to the liberation 
of their enslaved countries. In no mistakable terms, as the fourth 
item to be mentioned, the entire amendment itself is couched in the 
historical tradition of our country, seeking the eventual emancipation 
of the submerged nations from Communist and Soviet imperialist 
domination and upholding for them their natural right of unqualified 
self-determination. 

Significantly, it was in his testimony on this very program of 
mutual security last June 26 that our Secretary of State made a well- 
founded and historic statement on traditional Russian imperialism, 
equipped today with deadly Communist weapons and tactics. As he 
lucidly expressed it: 

It is clear that this process of encroachment and consolidation by which Russia 


has grown in the last 500 vears from the Duchy of Muscovy to a vast empire 
got to be stopped 


nas 


He pointed out that 


the ruling power in Moscow has long been an imperial power 
greatly extended empire. It cannot escape the difficulties that bi 
is befall all empires. This is the challenge our foreign policy is re 


The Kersten amendment stands as an integral part of our accept- 
ance of this challenge so that the difficulties which “befall all empires”’ 
may be infinitely multiplied in the Soviet Empire. And there is no 
more valid a measure for this than what the Soviets themselves 
provided us with this past winter. 


RUSSIAN REACTION TO KERSTEN AMENDMEN' 


Neatly summarizing the lengthy and numerous tirades and denun- 
ciations staged by fraudulent Soviet authorities against the initial 
appropriation of $100 million in the Kersten provision, United States 
News of January 11 accurately commented that 

Louder cries of alarm have been sounded by the Russians over these dollars t 
over the $150 billions to be spent on United States rearmament 
For two solid months the dialectic of paroxysmal fear emerged as the 
official twaddle in all Soviet-occupied capitals and among the Soviet 
delegates at the United Nations Assembly in Paris. Allow me to cite 
a mild sample of this babble put into the printed word in Czechoslo- 
vakia’s Rude Pravo. which on November 25 attacked the Mutual 
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Security Act as a law accommodating saboteurs and traitors with 
rewards of ‘dirty dollars.”” It reads: 


The murder cf citizens of peace-loving countries (has been made) into 


a la 
* * 7 


The act is a document by which America identifies itself with the crim, 
of the cowardly assassins of Babice * * * It also shows that the Nort 
Atlantic Pact was designed to promote war * * *, 


In Bulgaria, Hungary, Rumania, Poland, Ukraine, Russia, and 
elsewhere the same turgid nonsense was hashed and rehashed in the 
press and over the radio. 

In the U. N. the termagant criminal advocate, Mr. Vishinsky 
reasoning on the basis of the known practices of his own government 
provided the most impressive spectacle of twisted dialectic and typical 
Communist tergiversation. What he calls ‘‘subversion,” honest men 
know as “the struggle for freedom’; what he condemns to be a 
“traitor,” truthful men acclaim to be a “patriot.” Concerning his 
false charges and the many revealing aspects of this entire episode of 
fearful Soviet anxiety, I should like to submit for the record these 
statements of the Honorable Charles J. Kersten, Professor James 
Burnham, and my own, released at a press conference held here in 
Washington on this very issue this past January. 

With your permission, Mr. Chairman, I would like very much to 
have this inserted into the record. 

Senator GREEN. You may. 

(The documents referred to are as follows:) 










{From Congressional Record, February 21, 1952 


EXTENSION OF REMARKS OF Hon. CHARLES J. KERSTEN OF WISCONSIN 


IN THI 
Housr OF REPRESENTATIVES THURSDAY, FEBRUARY 21, 1952 





Mr. Kersten of Wisconsin. Mr. Speaker; I herewith include 


Im mV remark; 
the text of a recent Georgetown Radio Forum on the subject Will Aid 


tO the 


Undergiound Crack the Kremlin Wall? The text is as follows: 











“Wien Arp Tro THE UNDERGROUND CRACK THE KREMLiIN WALL? 


CEORGI rOWN 
University Rapto 20, 1952 


Forum, JANUARY 









Mr. Briarr. Will aid to the uaderground crack the Kremlin wall? 


This is Frat K Blair, speaking by transcription from the Raymond Reiss Studi 
on the campus of Georgetown University, historic Jesuit seat of learniag in the 
Nation s Capital. Todavy’s discussion, Will Aid to the Underground Crack t! 
Kremlin Wall?) The participants are Representatiye Charles J. Kersten, Repub 
lican, of Wisconsin, author of the much-discussed amendment to the Mutua 
Security Act granting aid to the anti-Soviet elements behind the iron curtai: 
residing in or escapees from the Soviet Union; Prof. James Burnham, author of 
the book entitled * The Coming Defeat of Communism”: the Honorable Edward 
M. O'Connor, Commissioner of Displaced Persons, and Dr. Lev E. Dobrians 
prof SSO! of economics C,eorg¢ towh | nhiversitv. 

“What is the Kersten amendment, its aims and provisions, in the Mutua 
Security Act? 
ror us. 

‘Mr. Kersten. I should sav that starting from the basic idea that the caus+ 
of the cold war today, of the hot war in NKorea, and the threat of an all-out third 
world war is the hold of the Communists upon the peoples of Soviet 
and upon the eastern countries, the countries of Eastern Europe and other area 
of the world 


“Up until now the free world has sought to deal with the 


il 


(Congressman Kersten, pehaps vou can best answer that questio: 


) ; 
fVUSssIa 


problem from the 
outside. However, the greatest factor of opposition to communism, the greatest 
enemies of the Communists, reside behind the iron curtain. In its history of 
thirtv-odd years of the regime in Soviet Russia, that Government has murdered 


over 40,000,000 of its own citizens, and these figures are apart from war casualties 


“We know something of what thev have done to the 


countries of Kasten 
Europe and elsewhere, the peoples of those countries 


, and we realize, when wi 
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‘consider this, that the great potential of opposition to communism is behind the 
iron curtain 

“The amendment to which vou refer recognizes this basic faetor, recognizes 
this potential opposition to communism, so the amendment seeks to aid these 


people, to implement this opposition, to make it active wherever it is possible 


‘The amendmert provides for aid to the escapees from behind iro! 
The greater number of these escapees are 


curtail 
voung males, voung met pecause oOo} 
the great diffculty of coming from behind the iron curtaii . 
provides that these young men may be formed into military 
nationality to be attached to the forces to defend Western Furope, and also to 
provide for the other escapees who mav not be so used Petore this an dment 
was passed these escapees had no status in Europe. They were more or less 
kicked around. One phase of the amendment pertains to these escapet 

“The other phase is aid to the resistance behind the iron curtai 
behind the iron curtain, the great mass of whom 
communism, to aid them in all practical wavs. 
the amendment. 


dment 


UDItS tl r owl 


are reall ie Oppo 


These are the basic p Irposes 
“Mr. Biuarr. And how much money is involved in this amendm« 
“Mr. Kersten. Up to $100,000,000 may be used for the 
time 


e 


Mr. Brarr. Commissioner (O'Connor, it would seem to 
sioner of Displaced Persons vou have a veritable 


mies 
intelligence 
glean a tremendous amount of information in our cause. What 
to be the weakest link in the Soviet plan for world conquest? 
“Commissioner O'Connor. Well, Mr. Blair, it | 


has been mv privilege iT! 
the past 3% vears to come in personal and direct contact with thousands 
thousands of persons who are victims of communism and who | 
for a short time, and through that source and through oth 
been made available to me in particularly the resistance movemet 
in Europe I have come to this conclusion, that the weakest link 
plan for world conquest is found in the very make-up of the Soviet 
“The most common misunderstanding here in the United State 
other quarters of the world, is that the Soviet Union is 
Russian people Nothing could be further from the fact 
census of the Soviet Union—that is the last one that is ms 
public—and if we make reasonable extensions on that to bring 


er sources 


a nator 


Ip to dat 

find the population of the Soviet Union is approximately 202,000,000 pe 

which 110,500,000 are non-Russian, with the 

Russian. 
Now, in addition there are 16 so-called republics that 

Union. Of these republics, only 2 are predominantly Russian, 

Russian Socialist Federated Republic and the Warelo-Finnis! 


remainder, GQ} 500.000, 


Republic. They are predominantly Russian in make-up. Now 
14 are predominantly non-Russian in make-up to the extent 
better, and 4 of them are 100 percent non-Russian. 

“If we consider those facts in relation to the historical faet th: 
these 14 republics made up of the non-Russian peoples has made 
for its independence and for its sovereignity, some of them 01 
vears, we will there find the weakest link in the Soviet plan for 

Mr. Buarr. Commissioner, would you compare that strugel 
and for freedom to our own American revolution and our fight for 

“Commissioner O'Connor. I certainly would. [see a main difie 
Here in America we were a part of the new world. We were 
extremely hostile forces, and we could do a lot of things that thi 
Soviet Union, the non-Russian republies of the Soviet Union 
But I do see strong similarities in that we find in those countrie 
taneous rise of the patriot, very much like we had in our ow 


175, vears ago. I think that is almost identical 
‘Mr. Buatr. Professor Burnham, you have just written a bor 

some of these questions we are going to discuss tonight, ar 

United Nations session in Paris Vishinsky has been accusing 

of fostering subversion within the Soviet orbit. What do vou thi 
‘Professor BURNHAM. You doubtless remember, Mr. Blair, 

was the chief prosecutor in the great Moscow purge trials that took pl: 

before the Second World War. During that time, he devel 

acting and thinking that I think he has never forgotter 

spokesman for the secret police of Russia and for the tyrannous 
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He tried to solve all his political problems by denouncing his opponents as sabx 
teurs and terrorists and subversive agents. When he got through, the secre: 
police would take them out and either shoot them through the back of the nec! 
in the cellars of the prisons or else ship them out to the slave-labor camps i: marl 
Siberia. aan 

‘He still uses the same language in the United Nations Assemblies that he go: Set i 
accustomed to in the Moscow trials, and he thinks again today that if he denounce 7 
his opponents loudly enough as subversive agents, he will then be able to eall fo 
the police and the whole problem will be finished. 

“Now, in my opinion, the American people are not interested in subversior 
That is not part of our tradition. But what is part of it is a sympathy with 1 
fight for freedom. We carried out that fight ourselves and declared its prineip\: 
in our Declaration of Independence, and when we declared them we thought t 
they were good not only for that moment and here but throughout the world an 
for alltime. If Vishinsky wants to know whether the American people svmpa 
thize with the struggle of the subjects of the Communist tyranny for their ow 
liberation and freedom, the answer is, ‘Yes, thev do.’ 

‘I think the Kersten amendment to the Mutual Security Aet is a practica 
presentation of this sympathy, and that Americans plan to carry it throug! 
They have done this in the past in connection with other countries in other part 
of the world and are prepared to do if again. 

“One last point, Mr. Blair, that interests me. I notice that Vishinskv and th 
Russian spokesmen generally are doing more complaining about the Mutua 
Security Act, and especially about this provision for aid to the resistance units 
and for building up of the national military units of East European peoples 
they are doing more complaining about that—than about anv other program tha 
the United States has presented since the war. ‘This $100,000,000 seems to mea 
more to them than the $20,000,000,000 under the Marshall plan or even than tli 
entire defense program, looked at in terms simply of military armament, and 
think we should take a tip from that If they take it that seriously, perhaps it i 
something that we ought to be building up and taking equally seriously. 

Mr. Biarr. You gentlemen have certainly aroused our interest to the poi: 
where I think we should ask Dr. Dobriansky what, specifically, are the areas o 
organized resistance behind the iron curtain. Doctor? 

“Dr. Dopriansry. The areas of resistanee behind the iron curtain seem to 
fall within a large periphery of what I like to call the Soviet Empire. Not solely 
within the Soviet Union, but today, of course, vou have in the so-called satellit 
states of definite pockets of resistance. It is, on the basis of general informatio: 
true that there hasn’t been any overt resistance in Russia proper, ethnie Russia 
vet evervone will agree that there are definite potentialities in that area. How 
ever, in the peripheral area, stemming from the Baltic down through the Car 
pathian Mountains and down to the Black Sea, over to the Caspian Sea and out 
to the Himalaya Mountains vou have definite pockets of resistance: In Ukraine 
for example, you have the so-ealled Ukrainian insurgents, who have been resisting 
since 1942 At that time during the war, they resisted the Germans as well as 
the Communists 

In connection with the Polish resisters, there is an excellent harmony that ha 
been achieved since 1948 between the Polish resisters and the Ukrainian; the sami 
thing in Lithuania and Slovakia, in Hungary, in the Caueasus area, and also it 
the Moslem area 

Now, in connection with what has been brought up here, to me it is ver 
significant that here vou have in all of these areas, non-Russian areas, the motive 
force being the attempt to throw off the voke of Soviet Russian imperialism. 

“Mr. Acheson last June came out with a very significant statement on tradi 
tional Russian imperialism for the past 500 years. No matter what the interpre 
ations may be on the part of American students of the problem, the fact is that 
these peoples, and there are approximately 800,000,000 of them if we include the 
Chinese, do see it primarily as a fight against Russian domination, and thet 
secondly as a fight against communism. ‘the point here is that in having spoke 
to many leaders of these various nationalities, those that are in Western Europ 
today, vou will find that this seems to be a common basis of harmony and unit) 
among them in fighting so-called communism. 

“Professor BurNHAM. Mr. Blair, may I raise a point here in connection with 
what Dr. Dobriansky has said? 

Mr. Buarir. Certainly. 

Professor BuRNHAM. He has pointed out that many of the non-Russian people 

their struggle as a struggle against Russian imperialism, not merely against 
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le secre! 
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ommunism. Now I don’t want to argue about the historical details of that, 
it I do wish to avoid giving the impression that there are none of the Russians 
themselves who are on our side or would like to be. I am convinced that the 
experiences of the last war show that many Russians also want to fight for freedom. 
, \loreover, I would say that it is not the Russian people who are the enemies of 
it he v0 : . - ; - : 
ieielinnnn the Ukrainians, the Byelorussians, or the Rumanians, or the Hungarians, but 
call fo rather the tvrannical state apparatus which oppresses the Russian peole along 
vith these others. 
Dr. Doprianssy. I am glad you brought that out, Professor Burnham. Cer- 
uinly I didn’t want to give the impression that there was any argument here 
iggesting that the Russian people as such are responsible. In fact, you have 
ever had a democratic form of government there to speak of, and certainly the 


Kerensky episode could hardly be offered in point of evidence Consequently 
> 


Versio! 
with t] 
rineipl 
ght tha 
orld ai 
s\ mpa 
1eir OW 


e Russian people as a whole have been downtrodden, have certainly felt the 
iain burden of the course of Russian imperialism: and not only that, but may 


say to you that in regard to the Ukrainian insurgent army right along, there 
vas a very famous proclamation it made, hoping that the Russian people would 
side with them in the overthrow of this imperialistic gang in the Kremlin 

“There is no suggestion here, to be sure, that cooperation is not possible with 
hese various groups. However, on the other hand, it must be emphasized that 
and th he case of all of these non-Russian peoples, if you look at it historically, is a 
Mute basically identical one. While most of us tend to start our history of eastern 
furope or central Europe as of 1940, with the absorption of the Baltic countries 
nto the Soviet Union, if vou look back at the very inception of Russian Bol- 
shevism itself and the operations of the Red Army and of Trotzkv in these various 
reas, vou will find in Ukraine, which established its independence in 1917-18, 
loss of national freedom by force in the same way that Czechoslovakia and others 
ave, by the 1940's. 

“The same thing ean be applied to Azerbaijain, to the Cossacks and numerous 


thers. 
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“The whole point here is that we have been very myopic and shortsighted in 
onnection with our understanding of the history of Eastern Europe. 

“Mr. Buarrk. Commissioner O’Connor? 

“Commissioner O’Connor. Mr. Blair, I think I can agree with both Professor 
Burnham and with Dr. Dobriansky, and I don’t think any of us would ever want 
0 find ourselves in a position of not advocating equal opportunity for freedom 
matio: nd sovereignty for the Russian people themselves; that is, the 
Russia | think we all immediately agree to that. But I should like, if I can, to make a 

oes listinction here, I think that Secretary Acheson put his finger right on a verv 
he Car fundamental of the struggle we are engaged in when he appeared before the 
A out Senate Foreign Relations Committee last year, in which he stated that bolshevism, 
Soviet communism, was in reality only a continuation of the 500-vear-old 
radition of Russian imperialism. 

“Now that is reflected in all the emigre groups that I have ever had anv contact 

ith, either here in the United States or on the Western European Continent. 
{nd here is the way it reflects itself. Thev steer away from every effort of tl 

{ great Russian to organize anyfhing that resembles a united effort 

the bonds of communism. 

“Now, what is the fundamental reason why they do that? They d 
because they are fearful that in the end there will be merely a change the leaders 

the Kremlin, be they the old princes of Muscovy, the new princes of the Krem- 

n, or some new type of power that is Russian in character and which does not 
find itself in concert with the will of the non-Russian peoples who make up the 

ajoritv of the great land mass we now call the Soviet Union 

‘I think you will find that particularly in the United States. An effort was 

ade here to organize a common council and the non-Russian peoples refused 

t-footedly to take any part in it. 

Now, on the other hand a proposition was put up that there be formed in the 
Murope lnited States something that might be called the \merican Committee for the 
1 unit: beration of Non-Russian Peoples in the Soviet Union. That immediately 

came a rallving point for the non-Russian peoples, so that they, through that 
nn witl trument, be it American in character, could have the assurance that someday 
ere would be a return of sovereignty to those nations who are captured by the 
issians, or bv the Soviets, or whatever vou want to call them ‘cause history 
peopl records it equally on both sides, that they would get their freedom think that 
against a significant point that we ought to consider here. 
‘Mr. Buarr. Congressman Kersten? 
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“Mr. KersTeEN. May I interrupt at this point? I think that we as America: 
are interested, and the free world is interested, in combating world-wide cor 
munism, and certainly on the question of Russian imperialism there may | 
coextensive tyrannies here up to a certain point, but I think we as Americar 
stand on the proposition of self-determination. We believe that any nation ha 
the right to form the type of government that its own people want. In fact, 
have set that forth in our Declaration of Independence. That Declaration 
Independence of Ours is our political philosophy. It has within it the seeds « 
freedom, of real freedom, and in that Declaration we state, among other thing: 
that we believe that any people who are tvrannized over by a government in at 
way whatsoever have not only the right but the duty to throw off that tvrannica 
government. That is our political philosophy. I think that political philosop! 
is our best export. We have announced that principle for all the world. | 
applies not only for the American people. 

‘T think most important in this entire consideration is whether or not t! 
peoples behind the iron curtain know that we are their friends. If they belie, 
thev are abandoned by the free world they might eventually be made to fig! 
against us. Stalin might be able to direct them to fight against us in an all-o 
world war IT] But if we let them know that we are their friends, if we let the: 


know in a practical way that we are willing to help them liberate themselves, v 


are withdrawing from Stalin one of his greatest potentials for making war ai 


COMMU ! he world 
Congressman, vou think, through vour amendment that. it 
this information over to these people? 
IK ERSTEN I think it definitely is possible The Voice of Ame rica cer 
‘an be a vehicle for this \iding the escapees in a practical wav, and givi! 
istenance—that word will filter behind the iron curtain, and if we let the: 
Various Ways that we are on their side and that our purpose is to he 
every practical way for their ultimate liberation, then I believe the 
not be made bv Stalin to heht Is 
“Commissioner O’Connor. I reeall in the last session of Congress our d 
shed colleague this evening introduced a resolution which is known as tl} 
resolution, and I wonder if the Congressman would like to comme: 
that 


Just very briefly ( ‘Omumissioner '¢ ‘onl or. 


‘ight separate resolutions, all basically the same, based upo 
forth in the Declaration of Independence, the right of 
g patterned to each particular country; 
historical situation of its conquest bv the Communists, 
ciples of their right of liberation and self-determination 

oner O'Connor. What was the relationship of that to that resolutio 

as properly passed by the Congress extending the hand of friendship to thi 


‘-h resolution bein 


aD) 
peopte 


KeERSTEN. It is well that vou broug 
e already passed a resolution that does extend the hand of friendship 


ht that out, Commissioner, becaus 


Russian people 

Dr. Dorriransky. The MeMahon resolution Do vou mean in that? 
‘Mr. Kersten. Yes 

Dr. Dopriansky. Well, that, as I understood it—I mean, I was also vei 
} tereste n that resolution—that wasn’t solely to the Russian peopl 

per f the Soviet Union and other peoples, including the Russian 

people 

“Commissioner O'Connor. Yes; but IT think popularly, hasn’t it beeor 


Gwn pretty much here and abroad as the hand of friendship to the Russia 


eople? 
“Dr. Dopriansky. It has been so interpreted, ves, even at this tal 
‘Commissioner O'CONNOR. Radio Moscow has done that, too 
‘‘Professor By RNHAM | tt IK Dr Dobriansky is correct It is to ft » peopl 
rf the Sov i¢ t Union 
snark. Well, gentlemen, what assurance do we have that these peopl 
elp-—we are trving to help them realize the importance ¢ 


to help them attain freedom; what assurance do we have 
» 


ik the whole history should show them that thev ca 


rest of the free world, and if we offer them conerete proof of the 


nterested in their liberation, | think that is the first important 


hev should trust us. 
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erica “Mr. Buarr. And how do you propose that we should do that, Congressman? 
e cor “Mr. Kersten. Well, this amendment proposes that the people that escape 
nav | from the iron curtain be taken care of in a practical way, that the men that 
ericat wish may be formed into military units of their own nationality to assist in the 
ion ha ultimate liberation of their countries and to afford practical aid to the resistance 
act, W movements behind the iron curtain. 

tion ¢ “Mr. Buarr. I would be interested to know why Professor Burnham has titled 
eeds « his book ‘The Coming Defeat of Communism.’ What do you foresee, Professor? 
thing “Professor BURNHAM. Well, I used that title because I am convinced that in 
In al the long run communism will be defeated, and I think that the problem we face 
aAnnica is whether it is going to be defeated in a way that will be the most fruitful, the 
osop! least bloody, the least terrifying for the world. One way would be through an 
id. | all-out atomic war. That in the end is what is going to happen if we don’t find 


the political, the moral, and spiritual methods to win over the peoples of 
Soviet sphere to our side to make them understand that we and they are allies 


against a tyrannous force which is equally injurious to them and to 
can be done, and if we can take the practical steps to communicate 


then I believe that the Communist regime can be changed into a regin 


be able to collaborate with us in the preservation of world order and peace 
awar. 

“Nr. Buarr. Dr. Dobriansky? 

‘Dr. Doprianstey. In connection with that, what I can’t 
The Soviets in their appeal to the peoples of south Asia, the 
today vou see it in Africa, Tunisia, and other areas, aren’t 
communism to these peoples, but instead play up their desire 
pendence, or what we dub simply as nationalism, sometimes eve 
not knowing that the pride that we show toward our own tradit 
of the substance of nationalism. 

“While the Soviets are doing this, we hesitate, we fumble, we dor 
step in the direction of speaking in behalf of the nationalisms o 
the very back vard of the Kremlin That, te 
or a discrepancy in our particular foreign policy 
attacks against the Soviets 

‘Mr. Biarr. Congressman Kersten? 

“Mr. KersTeN. Concrete proof of the fact that the peoples of tl 
want to get away from the Soviet tvranny was furnished in the 
the Nazis invaded Russia. The soldiers of the Soviet Union s 


masse, many of them willingly; millions of them willit 


yly surrend 
that they were gaining freedom by going over to the Nazis. Of 
iltimately found out that they didn’t get that, but the important 


they showed a very strong desire to escape from the Soviet tvranny by s ( 
en masse to the Nazi armies, and I believe it is the will of the people behir 
curtain, that is the important factor. We want that will on our side, 


we get it on our side then I believe that communism can be beaten \ 


a shot. 
Mr. Bratr. Commissioner 
‘Commissioner O’Connor. This isn’t the first time such 
ion was posed to the American people. I would like to 
Jefferson, in 1776, in company with Benjamin Franklin and 
up a resolution which had for its purpose the encouragement 
Hessian officers and men who were part of the British forces fig 
independence of the United States. This resolution was to give a g 
to those who would desert, and promised them as ultimately develope 
would have the protection of a mild and free government. 

‘Now here again we are faced with the same thing. All we hav 
people is the principle of self-determination, to use the land that ri 
to them, and they will come on our side. 


“Mr. Buarrk. You might say that history repeats itself, gentleme 


people 


re 
STATEMENT BY REPRESENTATIVE CHARLES J. KERSTI ir SpecraAL Prt 
FERENCE, 3 P. M., THURSDAY, JANUARY 17, 1952, ar NATIONAL PREss 
ON KERSTEN AMENDMENT TO MutruaL Securiry Aci 
\Miv amendment to the Mutual Securitv Aet which provides $100,.000,000 t¢ 
ed for persons ° who are re siding mn or escapees from the Soviet (7 10 , al 


her Communist-dominated countries has a twofold purpose 
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1. To assist those people who escape from the Communist tyranny, primari! peo 
by forming those who are willing into national army elements which can fig! pea 
along with the NATO forces. T 

2. To afford practical assistance to people behind the iron curtain who ar that 
working to eventually overthrow the Communist regimes. tyre 

As the United States News of January 11 pointed out, ‘Louder cries of alar: 
have been sounded by Russians over these dollars than over the $150 billion t 
be spent on United States rearmament.” 

The Soviet Union and its satellites have protested violently to this amendmen 
both to the United States Government and in the United Nations. The gist « 
their complaint is that passage of the Mutual Security Act with my amend ve 
in it constituted an aggressive act contrary to the principles of international ir \ 
contrary to the principles of the United Nations Charter, and contrary to t 
1933 agreement made between Roosevelt and Litvinov. 

Passage of this amendment is by no means an aggressive act against the peopl: 
of these countries. On the contrary, this amendment signalizes our friendship 
with the suppressed peoples of the Communist countries. It is a formal clasp of 
friendship through the barbed wire which separates the oppressed victims of 
communism from the people of the United States. Only the tyrants in the 
Kremlin need fear it. 

My amendment is not contrary to the principles of international law. | 
fact, it is in complete harmony with the expression of the basic natural law co: 
tained in our own Declaration of Independence. In that document, our fore 
fathers set forth the fundamental God-given right of all peoples to alter or abolis! 
their government and to institute a new one whenever any form of governmen 
became destructive of its proper ends of life, liberty, and pursuit of happiness. 

The Declaration of Independence further stated that it was not only tl! 
people’s right but their duty ‘‘to throw over such government and to provide new 
guards for their future security.”’ Clearly, then, since these unfortunate people: 
have the right and duty to overthrow their masters in the Kremlin, the Americar 
people have a right to assist them in such an undertaking. 

When Cornwallis surrendered to General Washington at Yorktown in 1781, thi 
British fleet was bottled up in Chesapeake Bay by the French fleet, and Frenc! 
soldiers formed half of the ring which encircled the British soldiers. With th 
adoption of the Kersten amendment, Congress has declared that the Americai 
people are willing to do for the oppressed peoples of this age what the French did 
for us two centuries ago, 

The principles of the United Nations are set forth in article 1 of the United 
Nations Charter. They are, among other things, ‘“‘the removal of threats to 
the peace * * * to develop free relations among nations based on respe 
for the principle of equal rights and self-determination of peoples * * 
and to promote and encourage respect for human rights and for fundamenta 
freedoms for all.”” ° The Kersten amendment to the Mutual Security Act, far 
from being contrary to these principles of the United Nations Charter, as Mr 
Vishinsky contends, rather is seeking to bolster and uphold these principles and 
to reflect them into concrete action. 

The last complaint of the Soviets about the Kersten amendment is particular! 
unusual. The Roosevelt-Litvinov agreement of 1933 has been in effect for more 
than 18 years now, and I do not know of any previous time that the Soviets recog 
nized that this agreement even exists, much less that it had any valid, binding 
force. 

It is a well-known principle of law that, where one party to a contract violates 
it, the other party is no longer obliged to fulfill its terms. The 1933 agreeme 
has long ago ceased to have any valid, binding effect upon the United States, if 
indeed any such unorthodox agreement as this ever did, because of the egregiou 
violations of the agreement by the Soviet Union. 

Only a short time ago 11 high-ranking Moscow-controlled Communists in t] 
United States were found guilty of engaging in activity aiming at the overthro\ 
by force of the political and social order of the United States. This was o1 
activity which the Moscow Communists specifically agreed not to engage 
in 


the 1933 agreement. 
This new program set forth in the Mutual Security Act provides a new approa‘ 


to our foreign policy. It is to be hoped that our Government will finally abando: 
its bankrupt policy of containment—a policy which leaves the world half-sla 
and half-free and promises for America either an eventual war or long years of 
world siege and military stalemate until we are finally crushed economically | 
the burden of our own arms. If we strenuously carry out our plan to help t! 
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people of the Communist countries to liberate themselves, we can secure world 
peace by ending the threat of war at its very source. 

The anguished complaint of the Soviets about the Kersten amendment indicates 
that this program of liberation hits at the vital weakness of the Communist 
tyranny. 


STATEMENT BY JAMES BuRNHAM, AUTHOR OF THE ComING DEFEAT or Com- 
MUNISM, AT SPECIAL PRESS CONFERENCE, 3 P. M., THurspay, JANUARY 17, 
1952, ar NatTIOoNAL PrEss CLUB, ON KERSTEN AMENDMENT TO MutTUAL 
Security Acr 


One of the best ways to find out what is good for the United States is to notice 
what Moscow objects to. The rule of thumb is, the louder the Communists 
velp, the better for the rest of us. It is hard to recall a time when Moscow has 
done more complaining than she is now doing over the Kersten amendment. to 
the Mutual Security Act. 

Andrei Vishinsky has never recovered from the fact that he was special prose- 
cutor at the Moscow purge trials. Now, as then, he thinks that all problems can 
be solved by the methods of the MGB; that is, by denouncing men who differ 
with him as ‘“‘spies,” “saboteurs,” or “diversionists” and then having them shot 
in the back of the neck or sent to Siberia. 

In his campaign against the Kersten amendment, Vishinsky has got his terms 
mixed. What he calls subversion is what honest men know as the struggle for 
freedom. And what Vishinsky and his leader do not understand is that in the 
long run the struggle for freedom will always win out over tyranny, secret police, 
and terror. 

The Kersten amendment is in keeping with the historic traditions of our country 
It expresses the sympathy which the citizens of the United States feel for the 
enslaved peoples of Eastern Europe and the American determination to help 
these peoples regain their freedom. No one should be surprised to learn that this 
is the attitude of Americans. 

From the time when they first declared their own independence, Americans 
have never hidden the fact that they believe in freedom not only at home but 
everywhere and that they are ready to help others who seek freedom. Today 
this attitude is strengthened by self-interest as well as by generosity and idealism 
Over the past few years more and more of us have come to understand that we 
cannot preserve our own liberty if half of mankind is enslaved. 

Vishinsky complains that the United States, through the Kersten amendment, 
aims to subvert the nations of Eastern Europe. Presumably he is reasoning on 
the basis cf the practices of his own Government, which has tried for 35 vears, 
by treachery and lies and violence, to subvert all the other nations of the worid. 

The United States is not interested in subversion. But, if Vishinsky asks 
whether the people of the United States want to see the usurping Communist 
tvrannies of the Soviet Empire replaced by free governments which will freely 
express the will of their citizens, then the answer is: Yes; of course they do, and 
they are ready to encourage and help the peoples of the Soviet Empire to achieve 
their freedom. The Kersten amendment is a first attempt to begin putting this 
readiness into action, 

Unfortunately, the Kersten amendment is far too modest in financial scope 
for its task and is permissive rather than mandatory in its verbal provisions. 
But its meaning is clear, as it was when it was voted last autumn. The Congress 
and the people should make sure that the Kersten amendment is not pigeonholed 
but put into immediate action. 

The Kersten amendment calis for help to those citizens of Eastern Iurope 
who want to regain their libertv-—-and that help must be given. It calls for 
the formation of East European national military units as part of the armed 
forces now assembling for the defense of freedom against totalitarian aggression. 
The time to begin building such military units is overdue. Poles, Balts, Czechs, 
Rumanians, Hungarians, Russians, Ukrainians—they, too, must have the right, 
as they have the duty, to join, in their own name and under their own banners, 
the armies of freedom As comrades and allies they will not be found wanting. 
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STATEMENT BY Dr. LEV DoBRIANSKY OF GEORGETOWN UNIVERSITY AT SPECIAL 
Press CONFERENCE, 3 P. M., Tuurspay, JANUARY 17, 1952, at NaTIon 
Press Cius, ON KERSTEN AMENDMENT TO Mutua. Security Act 


Once again, our representatives in the United Nations have been verbally 
bludgeoned and placed on the hopeless defensive by the purely propaganda atta¢ 
of the Soviet delegation against the Mutual Security Act and, in particular, th 
realistic Kersten amendment to the act 

Since mid-November 1951, through diplomatic channels, the U. N., the pres: 
and radio, the Soviet Russian imperialists have been violently denouncing thy 
content of the Kersten amendment, which, I am given to understand, in 
allocation of $100 million constructively seeks (1) to care for escapees from behi: 
the iron curtain, (2) to form escaped Central and East European nationals int 
respective national military units supporting the North Atlantic Treaty Organiz: 
tion, and (3) to aid the known underground systems and national liberation move 
ments in Central and East Europe. While for the past 2 months by the measur 
of these unremitting denunciations and outcries the Soviets have plainly displays 
their cringing fear of an efficient implementation of this amendment and its cer- 
tain consequences, our representatives have again fumbled an unusual opportunity 
to seize the offensive against. Soviet Russian imperialism. 

The purposes of the Soviet attack on the Kersten amendment are four it 
number; (1) To stymie the implementation of the Kersten amendment for fear 
of the tremendous moral, political, and psychological effects it will inevitab| 
produce on the millions subjugated by Soviet Russian imperialism and com 
munism; (2) to demonstrate to these millions, on the basis of American denials 
of the spirit and intent of the amendment, that the United States and its allie 
are not the least bit interested in their liberation and that their lot consequently 
rests with the Kremlin; (3) to establish the legitimaey of its domination over 
nations occupied by the Red army not only since 1940 but at the very inception 
of Bolshevism; and (4) to diseredit the United States as a subversive power bent 
on precipitating the hot phase of World War ITI. 

In the service of these aims the charge is made that the Kersten amendment 
constitutes aggressive intervention into the domestic affairs of the Soviet-domi 
nated countries The Soviets charge, too, that it violates the Roosevelt-Litvinoy 
agreement of 1933. Not only this, they threaten through the mouth of Vishinsky 
that the question of interference is “a very serious matter, which could lead t 
war.’’ And as lessons to those who would operate under the possible aid of MSA 
the Soviet Russians have executed two alleged American-trained “spies,’’ and 
oceupied Czechoslovakia sentenced several persons to death only last week for 
alleged spying 

Despite the recent U. N. General Assembly rejection of the Soviet recommenda 
tion that the United States be called upon to revoke the Mutual Security Act, 
our representatives failed from the start in the field of political and moral prop 
aganda. Mr. Acheson failed to seize the greatest possible opportunity of present- 
ing to the world the truth of Soviet Russian imperialism and brutal interventionist 


in the affairs of other states from 1918 on, and in accusing the Soviet Union of 


spreading terror, subversion, destruction, genocide, and enslavement in tl 


world. He was merely content to de ny the Soviet charges and thus keep the 
United States on the hopeless defensive. To the Soviet charge on Americar 
support of the ar ti-Soviet undergrounds, Dr. Jessup satisfied himself with the 
retort: ‘‘The charge is as spurious as it is false.” 
State Department implied the same and even went further to declare that 
requested the provisions of the Kersten amendment. However, 
Mansfield positively uphe ld last week the two points on care ol 
ind refugees and the formation of militarv units integrated into NATO 
although his complex was similarly defensive. For, as he put it, there was 
reason ‘‘whv these unfortunate people, who have risked evervthing to flee to fre 
dom, should not be allowed to fight back against any effort to extend westward 
bv force the verv svstem thev have escaped ne 
Oy »oecasion of this debate we let slip by a golden opportunity to review 
the world the long record of Soviet Russian imperialism from 1918 to the present 
We failed to focus world attention on the real aggressor and genocidist inter 
t} 


ventionist in the domestic affairs of the once independent states of Central and 


Kast Europe. We confirmed, in effect, the long string of Soviet Russian cor 
quests by our conspicuous failure to distinguish between mere subversion as cot 
strued by the conspiratorial Soviets and assistance to those engaged in the genuine 
fight for national and individual freedom from the voke of Soviet Russian im- 
perialism. 
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SPECIAL By our convenient denials we have dampened further the remai: 
ATION our certain allies in Central and Kast Europe who as potential pocket 
and psychological paralysis in the Soviet orbit exist as our additional insurance 

1inst a hot outbreak of World War III. We failed to capitalize on the most 


verbally sensitive cord struck in the multinational make-up of the Soviet Russian Empirs 
, attacks Once again, we have shown our moral and political inadequaci fore tl 
ilar, the hollow threats and charges of our enemy, as well as our tr: 
sighted defensive action 
ie pres 
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trated in their respective countries. Now along with the nonvested and tra 
tionally exploited masses of the Russian people, the non-Russian peoples face 
common the added tyrannies of atheist communism generated from within | 
by native quislings loyal to the imperialist power of Moscow. Only an hon 
and objective regard for the basic facts can lead men like Georgi Alexandroy 
declare, “‘I raise my voice as a Russian democrat in defense of the oppressed a: 
dispossessed peoples who for centuries suffered in the Czarist prison and contin 
to suffer in the Stalinist prison of nations.’’ Only a full awareness of this seco: 
dominant feature can lead one to understand the fundamental motivation of 1 
anti-Soviet underground. 


PROMINENT AREAS OF ANTI-SOVIET RESISTANCE 


The full significance of this essential context which constitutes the politic: 
environment of the underground is plainly disclosed by a survey of the promine: 
areas of anti-Soviet resistance. Here, of necessity, time limits us to a survey 
the many known areas of resistance, some more solid and extensive than other 
in order to establish the range and scope of underground activity behind the ir: 
curtain of Europe and Asia. Shortly we shall direct our attention to what 
generally acknowledged to be the actual model of organized effort against t} 
Soviets in order to grasp the nature of systematic insurgence within the Sovi 
Empire. In both situations, the activities of the underground movements cover 
the broad field of delaying and blowing up trains, freeing political prisoner 
requisitioning foodstuffs, raiding banks, obstructing the collectivization program 
maintaining secret radio stations, planning timed acts of sabotage, conductin, 
anti-Soviet propaganda, combatting infiltrations of spies and agent-provocateur: 
staging ambushes and military attacks, furthering political assassinations, ar 
conserving the hopes of the supporting populations for national liberation ar 
independence from the imperialist yoke of Soviet Russia. The sources of infor 
mation concerning these activities are numerous, as, for example, the raw doc 
mentary materials conveyed by trusted couriers, seized Soviet document 
escapees from behind the iron curtains, local radio broadcasts and suggestive new 
items in official organs. Admittedly, many grotesque fabrications and fantasti: 
stories of underground action have been issued, but the sources of such concox 
tions appear to be more among the organized émigré groups in Western Euro: 
than elsewhere. 

What then are these prominent areas of anti-Soviet resistance? In the Balti: 
area, which has become a strategic Soviet naval base, organized resistance ha 
been maintained since the early vears of the last war, notably in Lithuania, whe: 
it is under the control ot the Committee for the Liberation of Lithuania (WLIk 
operating with armed guerrilla bands against Soviet occupation and the mas 
deportations to Siberia. In adjoining Byelorussia, whose independent People 
Republic was destroyed in 1920, national partisan units, although small in siz: 


center their activity about Grodno, Lida, and Minsk with the MVD as the chief 


target. Veering southeast, in the area of Caucasia remnants of the annihilat: 
Chechen and Ingush tribes periodically harass state security outposts from the 
hideouts in the Caucasus, while more passive resistance exists among the Georgia: 
Azerbaijanian, and Armenian peoples who cooperate with seattered, roving unit 
of Ukrainian insurgenee. Organized groups are known to be engaging bot! 
Russian and Chinese Communists in the Pamir Mountains of eastern Turkesta: 
and elsewhere under the ‘‘Basmachi’ and other leaderships. In Kirgizia a 
Uzbekstan strong passive Moslem resistance to Kremlin rule is evident, and 
Kazakhstan, another Soviet Asian republic, open hostility between the collectivize 
peasants and the MVD occurs from time to time. It is known, too, that in th: 
central Siberian sectors of the Russian Soviet Federative Socialist Republic, 
powerful undercurrent of sentiment exists to sever the Siberian area from t! 
political centralism of Moscow. In China, also, fertile areas of resistance exis' 
Turning west now to Europe, a most active resistance is being waged by th: 
well-organized Slovakian White Legions, whose numbers are heavily recruit 
from the army and expropriated peasants. Frequently, with the cooperatio 
of the Ukrainian UPA since the summer of 1947, Slovakian partisans meet 


open battle with Czechoslovak troops and impede the deportations to Siberia o: 


the Donbas mines. Among the Czechs there is extensive sympathy with resistan 


groups, manifested especially by a large part of the army. In Hungary, ope: 


resistance has been found difficult to achieve, but there exist small partisan group 
which have been in contact with Ukrainian resistors and have engineered severa 
acts of sabotage. In Bulgaria, likewise, pockets of resistance are small hb 
apparently dangerous enough to warrant troop reinforcements from time to tin 
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ut various important state installations. No effort at resistance has been evident 
in Rumania, although in the summer of 1949 a Ukrainian UPA detachment sent 
on & propaganda expedition to that country encountered considerable sympathy 

The indelible valor of the Polish Home Army (AK) during the German occupa- 
tion need hardly be cited here. With its apparatus demolished by the great be- 
trayal of the Soviets, Polish resistance sustained a terrific set-back However, 
with a revived movement in the form of ‘‘freedom and independence’ (WIN) since 
the war, close relations have persisted between this smaller group and the Ukrain- 
ian UPA. For example, on May 28, 1946, in an attack on MVD and Polish 
Security Police (UBP) barracks in the little town of Hrubeshiw, detachments of 
UPA and WIN together released Polish and Ukrainian political prisoners. Mutual 
iwreements between the two on the treatment of mixed populations in the border 
reas, the free exchange of literature and certain matériel, and the planning of 

int operations have conspicuously characterized these relations. cntil 1948 
Polish and Ukrainian guerrilla units were active in the Bialowieza Forest. Similar 
ooperation exists today, and is reflected also between the aiding populations. As 
pointed out accurately in a recent issue of the Polish weekly, Polak, published in 
he British zone of Germany, “In contrast to the period of Nazi occupation, rela- 
tions between the Polish and Ukrainian populations are excellent. The attitude 
of the Russian authorities toward the Poles and the Ukrainians is the same, and, 
n consequence, these peoples have developed an attitude of complete tolerance 
oward each other, joining their efforts to resist communization and Russifica- 
tion. 

As for Russia, neither during the past war nor, unfortunately, since has there 
appeared any concrete evidence of anti-Communist resistance on the terrain of 
ethnie Russia. Some irresponsible propagandists have endeavored to usurp the 
resistance feats of other nations to fill in this regrettable gap, but objective and 
honest observers have thwarted such attempts at gross misrepresentation. As 
one of these observers, and a leading Russian democrat, R. A. Abramovich 
recently observed as follows: [ am sorry to be obliged to say at the very beginning, 
that there is no illegal underground organization at all in Russia proper which 
could carry on active anti-Communist propaganda.” However, though this is 
true, several imprints of dissidence have been achieved among Soviet troops in 
Kast Germany and Austria by the efforts of the Russian NTS and other emigre 
groups operating in Western Europe. 


UKRAINIAN INSURGENCE: PREEMINENT EXAMPLE OF ORGANIZED RESISTANCI 


In all responsible quarters it is generally conceded that on the basis of its con- 
firmed record, Ukrainian insurgence stands as the preeminent example of organized 


resistance. On his arrival here 2 years ago, the renowned Lithuanian leader, 


Msgr. Mykolas Krupavicius, observed that of all the national underground sys- 
ems “the most gallant and active is the Ukrainian underground fighting for the 
beration of its people.’”” With its broad base of popular support it could scarcely 
be otherwise. For as William Henry Chamberlin, the eminent American writer, 
as candidly stated, ‘‘No people in Europe have a better fighting anti-Communist 
record than the Ukrainians.” Not only the vast majority) r ti 
Ukrainians who constitute the second-largest Slavic nation and the 
ation in the Soviet Union, but every non-Communist Ukrainian organizs 
the free world supports the Ukrainian underground. For these several reas 
then, it will profit us immeasurably to concentrate on this phenomenon, a pattern 
for all underground, for an operational understanding of the development and 
tivities of an anti-Soviet underground in action today 
lhe full epic of Ukrainian insurgence is yet to be wirtten, but we can neverthe- 
ess bear on its major episodes. Organized Ukrainian insurgence today represents 
in advanced stage of a national resistance movement that commenced in 1920 
ith the destruction of the independent Ukrainian National Republic by Soviet 
Russian aggression. This imperialistic conquest was the ear! 
attern of Soviet Russian expansion that we have been witnessing 
ears. Since that fateful vear Ukraine has consistently been an 
ind danger to entrenched Soviet authority. Abetting resistance in} 
vere the political groups and organizations of Western Ukraine, then under 
Poland. Notable among these was the military Organization of Ukrainian 
Nationalists (OUN), formed in 1929 under the leadership of Col. Eugene 
Konovalets. That Stalin feared this man was amply demonstrated by his 
issassination in Rotterdam on May 28, 1938, by a Red agent. Confirming this in 
s comments on the stupidity of the Nazi Germans in Ukraine in 1941 is Col. 


‘iril D. Kalinov, a Soviet deserter and former member of the Soviet general staff 


est t} 
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Writing in the Figaro Literaire in Paris, December 3, 1949, he says, “The di are 1 
appearance of Konovalets, who was murdered on the eve of the war by one of of B: 
the NK VD agents in Rotterdam, in great measure contributed to the weakeni: 
of morale of the Ukrainian soldiers. We were greatly surprised that the Germa: 
did not take advantage of these traitors.’’ Traitors of course, to Stalin. 

The broad foundation of the current Ukrainian underground system was la 
in the early part of World War II. With the outbreak of the Soviet-Germa 
phase of the war in June 1941, Ukrainians, Byelorussians, and the Caucasia 
peoples saw in the German invasion their long-awaited opportunity for a decisiy 
break with Soviet Russia. On June 30, 1941, in Lvov, the capital of Westen 
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Ukraine, the independence of Ukraine was hastily proclaimed, and the event wa \ 


celebrated in every part of Ukraine from which the Red forces retreated. Fo: insu 
the first 6 months of the Soviet-German conflict, the peripheral non-Russian 1 A |< 
tions of the Soviet Union offered no resistance to the Germans, and over 2 milli 
Red Army men willingly surrendered in the fervent hope of taking up arms agai: 
the Soviets to realize the freedom of their respective peoples. Military student 
of this underpublicized episode of the war readily admit that, had this come to pas atts 
the Soviet power would have certainly collapsed. Read Erich Kern’s Dance « the 
Death for the greatest political blunder of the century—the ruthless Nazi repres Pol 
sion of the freedom movements of these anti-Soviet. non-Russian peoples. — | of 1 
was this repression that led to the organized formation of Ukrainian resistance ten 
spearheaded by the Ukrainian Insurgent Army (UPA-—Ukrainsksa Povstanc! 
Armia) in the fall of 1942. 
The UPA is a centralized outfit consisting of many groups, such as the ol 
OUN, and commanded by a high military command with a commander in chiet 
During the war its numbers ranged over 100,000 men: today they range fro 
20,000 to 30,000 partisans, discounting the incaleuable supporters of the genera 
population. Necessarily operating with smaller units today, UPA is divided 
into three groups—-UPA-—Group North, Group West, and Group South, eac! 
command embracing several territorial districts. Consisting about equally of 
both west and eastern Ukrainians, UPA operates mainly from the Carpathia: 
Mountain region because of the protective terrain. It political cells, however 
extend from Eastern Germany to Odessa, the Crimea, and the Donetz Basi: 
and are guided by the political arm of UPA, the Supreme Ukrainian Liberatior 
Council (UHVR). Since the destruction of the Ukrainian Catholic Church 
1945, UPA has maintained an underground Ukrainian Catholic Chureh run | 
prients who have entered its ranks. Orthodoxy has its representation, too. 
During the war and now, the UPA has sustained itself entirely on what it | 


the 
bus 


on 


lid 
been able to capture from the enemy and what popular support could afford. — I 
efficient organization includes a school for officer candidates, a Ukrainian Re 
Cross unit with underground hospitals and dispensaries manned by able Jewi 
Ukrainian doctors and numerous publications, as The Insurgent, Idea and Actio: 
The Defense of Ukraine, and a satirical paper called Pepper. The objectives 
UPA are the objectives of the Ukrainian people: The right of self-determinatio: 
in an independent national state, the establishment of a just social order 
Ukraine, and close collaboration with other anti-Soviet peoples, including t] 
{ussian, for the defeat of Soviet Russian imperialism and the realization of similar 
ends in these neighboring countries. In a UPA proclamation directed to 
Russian people, it is expressly stated that “In no wise are we fighting against 


thre 
{ 
t 


hie 
< < 


tussian people, but we do fight against the Russian Bolshevik imperialists, tha 
is, those Russian elements as well as other nationalities which are relying upo! 
Moscow as the center of their empire. * * * Toward the Russian peopl 
who were exploited by czarism and now are persecuted by bolshevism, 
Ukrainian insurgents and the Ukrainian people as a whole, who are fighting for 
the freedom and independence of their country, would like to live in the clos 
possible friendship and cooperation when they will be free in their future ar 
democratic state.” 

The story of UPA’s activities to the present day encompasses not only counties 
forays and skirmishes with both German nazism and Soviet imperialism but als 
innumberable major battles, a basic participation in a critical turning-point 0 
the war, salient assassinations, and extensive political conspiracy. Time forbid 
an adequate description of these activities, but let me cite some highlights of t! 
epic. During the war, until the German defeat at Stalingrade, whole province 
in Ukraine fell under the control of UPA, such as Volhynia, Polisia and other 
Taken from German archives is a report submitted by Ministerial-direkto! 
Taubert, dated October 21, 1943. It reads: “As known, the whole of Volhynis 
is in the hands of the partisans. It is strange and surprising that these partisa 
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are not Bolshevists but exclusively Ukrainian partisans (nationalists, followers 
of Bandera and Melnik)’’. As a matter of fact, by July 10, 1943, the communi- 
ques of the UPA High Command showed the destruction of hundreds of Red 
partisan groups. By 1944 these areas were cleared entirely of Red partisans. 
We are told that the German failure to seize Stalingrade was attributabl i 
creasing lack of supplies caused by severed lines of communication in the rear. 
Unaware of the situation in Ukraine, western journalists accepted the Soviet- 
created myth that Bolshevik partisans were responsible for this. The true fa 
is that the frequent derailments of the main Lublin-Sarny-Kiev and the Zdolbrinw 
Koziatvn-Kiev railroads occurred in territory dominated by UPA 


to In- 


i 
Another significant fact is that, in their drive into Central Europe, the Soviets 
insured their rear by stationing approximately 2 million Soviet 


ic 


Al<o human trophies are indispensable to the growth of any | 
the UPA is certainly not without its impressive gall In 


gallery 

bushed and slew Gen. Viktor Lutze, chief of Hitler’s SA and 

on a road between hovel and Brest-Litovsk. In February 

attacked in the vicinity of Kremianets the staff of General Vatutin, 

the Soviet Union, mortally wounding the general. In March 1947 t] 

Polish Viee Minister of War, Gen. Karol Swierezewski (t! 

of the Spanish civil war) was slain by UPA fighters. The 

tenant General Moskalenko, a high-ranking officer of the 

Ukraine at the hands of UPA. On the basis of ince mplete 

arv |. 1951, over 35,000 officers, both commissioned and nor n 

the MGB and the MVD have been liquidated by UPA since 1945 
In the fall of 1947, when several | PA contingents entered the An 

of Germany, living proof was provided to dispel any doubts harbors 

world about active Ukrainian resistance. During the war both G 

Red propaganda sought to discredit UPA in the eyes of it own people 

exploits of UPA destroyed the myth of Soviet invincibility and m: 

symbol of struggle and hope for all the non-Russian peoples combating 

imperialism of Germany and Russia. In Soviet eyes, before they were ‘“rem- 

nants of Hitlerite agents’: now thev are “paid agents of Wall Street and tt 

Vatican.’ Whatever the Soviet characterization, the fearless men and women 

of UPA have been dangerous enough for a Zhukov to be sent from Berlin to 

Odessa in 1946; for a Kaganovich to be hurried to Ukraine in 1947; for a Svo- 

boda to emphasize in the Czech parliament the danger of the “excellently trained 

and perfectly organizea UPA’’; for the U.S. S. R. to enter into a military treaty 

with Poland and Czechoslovakia in May 1947 to wipe out UPA; for Tvorba, 

Communist organ in Czechoslovakia, to write in June 1948 that ‘small but ex- 

ceedingly well-equipped and well-disciplined UPA units have again broken into 


le 


Czechoslovakia”; for order No. 312 to be issued on December 30, 1949, over the 
signature of Lt. Gen. M. Kovalchuk, Minister of Security in Kiev, promising par- 
don to Ukrainian resisters, particularly thousands of youth following the ‘order 
of the American-British warmongers”; for Tass to report on November 23, 
1950, that a new order has been introduced to award services in the campaign 
against “political bandits” in the Soviet Union. 

Phese few examples explain why the Kremlin today waxes nervous and hyper- 
sensitive over possible American support of the anti-Soviet undergrounds. Of 
necessity devéted more to political propaganda than open military combat, UPA 
continues today to destroy MGB and MVD units; to infiltrate the Soviet Army, 
of which 42 percent is non-Russian; to aid peasant resistance against the collecti- 
vization program; and to disseminate anti-Soviet propaganda. In the fall of 
1949 the Ministry of Soviet Armed Forces and of National Defense distributed 
among Soviet troops a pamphlet entitled “Guard Your Military Secrets,” 


urging them to be especially alert for ‘‘Ukrainian spies.’? In 1950 at least 28 


Soviet generals, admirals, and other high officials were erased, many of whom, 
as Alexander Bovchenko, leader in the Ukrainian Communist Party, and Lt. 
Gen. Porfiry Khandzibadze, a Georgian, were either connected with or secret 
members of the Ukrainian underground. 

It was indeed a great loss to Ukrainian insurgence when on March 5, 1950, 
Gen. Taras Chuprynka, commander in chief of UPA, was killed by MGB 
ps. People everywhere familiar with his heroism mourned his death. In 
letter cf December 5, 1950, to Ukrainian or canizations in Western Europe, 
Gen. Lucius D. Claw wrote: “I join you in your sorrow at the tragic death of 
General Chuprynka and in the confident hope that his loss will not have been 
in vain. Peoples who want to be free shall yet be free.” sition as com- 
mander in chief was taken by one of his closest aides, Col. Vasyl Koval; and, 


} 





MUTUAL SECURITY ACT OF 1952 


contrary to the anxious hopes of the Kremlin, the movement continues wit 
undiminished intensity. However, the prophetic words of General Chuprynka 
conveyed to his troops in May 1945, will be always recalled: ‘‘The world has n 
peace as yet. The revolutionary movements of the oppressed peoples as we! 


as the antagonism between the western democracies and the U. 8S. 8S. R. wil 


increase.”’ 
THE MUTUAL SECURITY ACT OF 1951 AND UNDERGROUND SUPPORT 


Through the remarkable and untiring efforts of Representatives Charles J 
Kersten, of Wisconsin, provision was made in the Mutual Security Act of 195! 
for the allocation of $100 million to care for escapees from Soviet-dominated 
lands and ‘‘to form such persons into elements of military forces supporting the 
North Atlantic Treaty Organization or for other purposes.’”’ The interpretatio) 
placed on this provision by its sponsor embraces the formation of respective 
national military units attached to NATO and, ses nd, assistance to the nationa 
liberation movements behind the iron curtain. On November 11, at a huge 
anti-Soviet rally in New York, the Ukrainian Congress Committee of America 
expressed publicly its support of this interpretation and defined it further. Short], 
thereafter the Soviet Government, through Mr. Gromyko and Mr. Vishinsky 
protested that this provision constitutes an aggressive act of intervention in the 
domestic affairs of Central and East European countries and requested that thi 
matter be placed on the agenda of the U. N. Assembly for debate, where it now 
stands. 

Most significant is the sensitive concern displayed by the Kremlin over this 
provision. It has good reason to be concerned. In this phase of cold war, sup 
port of the undergrounds can serve only to confuse, obstruct, weaken, and render 
psychologically uncertain any plans of further aggression contemplated by the 
Kremlin. And such aid can be effective both in Europe and Asia. In a possibl: 
hot war, our position will not be unlike that of the Germans in 1941, faced with 
millions of allies in the very back vard of the Kremlin. But these will be more 
natural allies for us, since their political ends are founded on our principles of 
political life. Containment is potentially suicidal, for it can give concrete form 
to the very thought of Lenin that ‘“‘Someday we shall force the United States to 
spend itself into destruetion,’’ as he was reported to have said in 1924. 

That the Kremlin should protest against an alleged intervention in the domestic 
affairs of others is indescribably grotesque, to say the least. By demanding a 
debate on this provision in the U. N., the Kremlin provides our delegation a) 
excellent opportunity to review its long background of aggressive intervention in 
foreign states from the very inception of bolshevism 34 vears ago. Moreover 
aid given on application by certified underground representatives can scarcely be 
construed as intervention on our part in the domestic affairs of countries behind 
the iron curtain. In the short run, the Kersten amendment is to our advantage, 
for, as James Burnham, the brilliant political analyst, has said, ‘“‘to keep even 
precariously alive a small detachment of the Ukrainian insurgent army is at 
unalloved victory.” In the long run, too, it is to our advantage. For if, a 
President Truman stated last March, ‘‘The issue in Korea is the survival of thi 
principles on which we have built our countries; the principle of national ind 
pendence and self-government is at stake there,’’ indeed, how more applicable for 
our sure victory over Soviet Russian imperialism is this same issue to the shack] 
nations in the Soviet Empire. 


OPPORTUNITIES IN THE KERSTEN AMENDMENT 


Dr. Dosrtansky. The systematic and progressive implementatio1 
of the essential measures embodied in the Kersten amendment ca: 
be properly regarded as a realistic program for the elimination of th 
threat of war at its source. The liberal facilitation of item 1 
namely, the care of escapees—can generate a force of attraction to 
countless defectors that may well exceed our most liberal expectations 
We must not allow this opportunity to extend our publicized aid t 
all prospective escapees slip away from us. ‘The evidences in the rr 
cent past and in the present of the sources of defection and bulk 
desertion must serve as guiding lessons for us in an operation that is 
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blessed with success at the very start. Although it occurred under 
circumstances of open war, the enormous mass desertions in Ukraine 
serve as Overwhelming evidence of the great promise of this measure. 
As described by the German journalist, Erich Kern, in his book on 
the Dance of Death 

The millions of Ukrainians, who by themselves could have turned the scales in 
the east, were not only being left unused but were actually being repulsed and 
disillusioned. * * * Police methods were replacing the great and splendid 
idea of the liberation of the east. In place of national independence and freedom, 
the bit was being drawn tighter. 

The President’s action this past Monday in allocating $4.3 million 
for the assistance of escapees was a momentous step and is to be 
highly commended. For it thoroughly dispels any illusion that the 
peoples behind the iron curtain are to be “left unused, repulsed, and 
disillusioned.’ 

As concerns the second practical item, the formation of respective 
national units under their individual colors, gentlemen, it cannot be 
too strongly emphasized that its expedited realization will engender 
a tremendous paralyzing effect throughout Central and East Europe. 
Envision for yourselves separate divisions of Poles, Lithuanians, 
Ukrainians, Slovaks, Czechs, Hungarians, Russians, and others, with 
their national flags and commands, symbolizing the great hope of 
national freedom and certain liberation for their shackled kinsmen 
back home. The result would be psychologically devastating to the 
quisling Communist rulers of their different homelands. It was most 
gratifying to note that the Honorable Mike Mansfield, as a delegate 
to the recent U. N. Assembly session, upheld this measure with the 
agreement that there was no reason ‘‘why these unfortunate people, 
who have risked everything to flee to freedom, should not be allowed 
to fight back against any effort to extend westward by force the very 
system they have escaped.’ 

With reference to the third item on assistance to selected person 
residing in Communist-occupied countries, | wish to submit for the 
record this published address on the anti-Soviet underground that | 
had the pleasure to present at the last convention of the All-American 
Conference To Combat Communism. May I submit, too, the text 
of a recent Georgetown University radio forum dealing with our fourth 
point on the national liberation movements in the captive areas? 

Facing up to these facts, can one possibly regard my proposal for 
an increased allocation upward of $1 billion as inordinate? Surely 
the very opposite is nearer the truth. Yet this necessary adjustment 
would afford a developmental implementation of the Kersten amend- 
ment which, I do not hesitate to state, would in turn produce security 
results far surpassing those of higher-cost items in the program. Its 
instruments are devices for the full job. ‘“‘We cannot,” as Gen. JJ. 
Lawton Collins declared the other day, ‘‘do the job halfway. We 
must go all-out in the battle of ideas.” 


GREATER EMPHASIS ON KERSTEN AMENDMENT 


Senator GREEN. To sum it up, do I understand vou are in favor 
of the bill we are considering? 

Dr. Dosriansky. I am in complete favor except that my proposal, 
in the event that there is any attempt here to cut down on the entire 
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amount for the Mutual Security Program, would be to consider a 
shift of emphasis on certain items in order to provide for the increased 
allocation of the funds for the Kersten amendment. 

Senator GREEN. How long is this forum that you wish to put in? 

Dr. Dopriansky. It appears in the Congressional Record. It is a 
20-minute affair. 

Senator GREEN. Could it be included by reference? 

Dr. Dosriansky. It may very well. It appeared in the Congres 
sional Record of Thursday, February 21, 1952. 

Senator GREEN. We will include a reference to it, anyway. 

Have vou any questions? 


CHANCES OF WAR 


Senator HickeNnLooper. Dr. Dobriansky, with vour careful atten- 
tion and long attention to Central and Eastern Europe and her 
affairs, do you believe that war is approaching in Europe? By that 
I mean, are we moving toward war in Europe? That is a troublesome 
question, and it is a troublesome thing to think about. Perhaps | 
can put it another way and say, ‘‘Do you believe it is a fundamental 
of Russian policy to generate a third world war?” 

Dr. Dospriansky. No; I do not. In fact, I feel that the Politburo 
is operating thoroughly in line with the Russian policy of the past, 
being extremely cautious, being extremely patient. 

Senator HicKENLOoPER. Probing, probably? 

Dr. Dosriansky. And probing, and I feel very much, on the other 
hand, the precipitation of another Korea in certain incidental areas, 
possibly in southeast Asia, but, as for imminent war in Europe, | 
don’t believe that it is as imminent as many people might feel it to be. 

Senator HicKENLooPER. Of course, the matter of imminence of 
war or the question of whether or not war is a basic pillar in Russian 
foreign policy at the moment is bound to have a considerable effect 
on the thinking of a great many people as to how extensive our prepa- 
rations for war should be, or our preparations for defense, let us say. 

But I gather—I don’t want to misunderstand this—from your 
paper that vou feel that there is great possiblity of internal 

Dr. Dosriansky. Dissension. 

Senator HicKENLOooPER. Dissension, uprising of one kind or 
another, behind the iron curtain. 

Dr. Dospriansky. That 1 do; not overt uprisings, however. In 
fact, the leaders of various undergrounds would not dare to stage any 
overt revolts. 

Senator HicKENLOOPER. How can the forms be established without 
overt uprising in those countries, when the Communists have the 
machine guns and the newspapers and the radio and the railroads? 
How can you change over a government without overt uprising under 
those circumstances? 

Dr. Dosriansky. Well, in the immediate situation I certainly 
would be the last to say that, by providing all the necessary aid to 
these various elements behind the iron curtain, that in itself would 
bring about a collapse of the Soviet structure. Not at all. I don’t 
think one can easily foresee that. 

However, on the other hand, none of us is in a position to grasp 
the developments of history. As you know, many accidents do enter 
into history, and the results may be far beyond our expectations. 
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But what I do think, and my contention here is as stated in the 
formula, that we can begin to strengthen our own position not simply 
on a basis of military rearmament but more so perhaps on the basis 
of magnifying the known weaknesses within the Soviet Empire. 

The best illustration of that, I think, was manifested this past 
winter. Why were the Soviets so sensitive? As I pointed out, there 
was more opposition, more denouncing on the part of Soviet authorities 
over this simple $100 million affair than anything else. They are 
aware of these many pockets of psychological paralysis throughout the 
area, So in a way, instead of having them keep us occupied in certain 
Koreas, either in Korea or in southeast Asia, it would seem to me that, 
if we begin to occupy them in their front yards, I think that can be 
achieved, 

Senator HickENLoopvER. I think I understand, or | think I got that 
impression of, your remarks. Manifestly, if a ‘Vv ha free elections, 
they could change their political complexion as the people desire it. 

Dr. Donrtansky. Of course. 

Senator HicKENLOOPER. But, when the dominant people have 
machine guns, it is pretty hard for overt acts to occur that would 
change it, at least soon. 

Dr. Dorriansky. Precisely. I certainly would not go on record to 
say that, simply by aiding these groups behind the iron curtain, 
therefore you have a guaranty that there will be any collapse of the 
system. On the contrary, that would depend on the amount of aid; 
that would depend, of course, on numerous other intervening develop- 
ments that we, certainly, as human beings, cannot foresee at this 
moment. 

Senator HickeNLOoPER. Thank you, Mr. Chairman. 

Senator GREEN. Thank you, Doctor. 

Dr. Dosriansky. Thank you. 

Senator GREEN. The next witness will be Mr. James Finucane. 


STATEMENT OF JAMES FINUCANE, ASSOCIATE SECRETARY, 
NATIONAL COUNCIL FOR PREVENTION OF WAR 


Mr. Finucane. Mr. Chairman, Senator Hickenlooper, my name is 
James Finucane. I am associate secretary of the National Council 
for Prevention of War. 

Senator GREEN. Will you tell us a little bit about that council first? 

Mr. Finucane. The National Council for Prevention of War is a 
voluntary, nonprofit, educational organization organized in the 
Nehae ‘t of Columbia in 1921. The executive secretary is Frederick 

I. Libby, who is very well known and has appeared before this com- 
mittee many times. He was director of European relief for the 
Quakers after the First World War. 

Some of our vice chairmen, for example, are Dr. Charles F. Boss, 
Jr., secretary of the Methodist Peace Commission; former Senator 
Capper was one of our vice chairmen. He has not been removed from 
our letterhead. This is an old letterhead dated 2 or 3 months back. 

Kermit Eby, former educational director of the CLO, now of the 
University of Chicago; Dr. E. Stanley Jones, a pretty well-known 
authority on Asia, particularly India; Msgr. Donald A. MacLean, of 
Catholic University; Father Furfey, from Catholic University; Dr. 
Samuel D. Marble, a college president; the Honorable Jeannette 
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Rankin, former Member of Congress; W. Harold Row, of the Brethre:, 
Service Commission; Dr. Harry R. Rudin, on the faculty at Yale 

Senator GREEN. Is that your board of directors that you are read 
ing? 

Mr. Finucane. These are our vice chairmen. 

Senator GREEN. Are you coming at their direction, or at whose? 

Mr. Finucane. Lam coming at the direction of the national counci! 

The council forms its policy once a year; that is, it brings its policy 
up to date once a vear. 

Senator GREEN. When was it last done? 

Mr. Finucane. In December of 1950. Then this policy was 
brought up to date. 

Senator GREEN. Then it was not any action taken in connection 
with the pending bill. 

Mr. Finucane. Not with the specific bill. It would not have been 
possible to take action on this bill if it had to be done before, I think, 
less than a month ago, Senator, when the President submitted it. 

Senator GREEN. You may proceed. 

Mr. Finucane. Mr. Chairman, Senator Hickenlooper, what you 
have here is a plan to strengthen the peripheral defenses of the United 
States to the tune of $8 billion, plus a device for keeping up a high 
level of business activity in the United States. 


POSSIBLE PROVOCATIVENESS OF MUTUAL SECURITY ACT 


But it’s more than that. It’s a bill chaining several other countries, 
against their wills, to our chariot wheels. It’s a bill to increase the 
danger of war with Russia, to increase the fear of war in the world, and 


to add to the seeming automatism of the war preparations, with a fuze 
set at 195X. These latter results may not be what we, in all good 
conscience, intend. But they are what we are getting. 

Senator GREEN. Aren’t vou a little inconsisient in saying this is a 


plan to do these various things? That means that we had all of these 


evil purposes in mind which were to accomplish the results which you 
claim are there. 

Mr. Frnucane. The ‘‘plan’’ part refers to the first statement, to 
strengthen the peripheral defenses of the United States, and to mi - 
tain a high level of basic activity. Those two things are stated : 
the plan. The other four or five things in the second paragraph that 
are enumerated as results may not be what we intend, but they are 
what we are getting. 

Senator GREEN. It says [reading]: 

It is a bill to increase the danger of war with Russia * * *, 


Mr. Finucane. There is a fine distinction there between the reason 
for which a thing occurs and the justification for its occurrence. This 
is the reason why, or the cause. 1 don’t say that this is certainly the 
intent of anybody in Congress or in our Government. 

Senator GREEN. I am glad to have you state that. That is the 
reason I interrupted you. I hesitate to have you proceed if Congress 
is accused of those intentions. 

Mr. Finucane. Of course not. 

Senator Green. That is what your language would imply. 

Mr. Finucane. I should have made that more clear. 

Senator GREEN. Let us go on. 
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Mr. Finucane. Western Germany is an example. It is one of the 
countries we are dragging into our column stumbling toward war. 
Even though they say “No.”’ But by terror and attempted thought 
control we will force them to fight for us. At the same time they will 
provide the battlefield. 


GERMAN OPPOSITION TO REARMAMEN'I 


The National Council for Prevention of War opposes the entire 
MSA bill with the exception of the provisions for assisting immigra- 
tion and for point 4. As a practical and modest first amendment, 
to remove one of the most dangerous aspects of the entire bill, we pro- 
pose that none of the funds authorized under this bill be used for the 
remilitarization of Germany, overtly as with its own national army, 
or covertly in the guise of Europeanization. Some of our more de- 
tailed reasons will be found in the following memorandum 

Senator, that is a rather long memorandum; so, in order to shorten 
it up, I have taken the high lights and put them on a few little cards 
here. 

Senator GREEN. Would vou like to have the whole memorandum 
filed? 

Mr. Finucane. I would like to have it made a part of the record 
at this point. 

Senator GREEN. If there is no objection, that will be done. 

(The memorandum referred to is as follows:) 


Tue Pros ann Cons or GERMAN REARMAMEN' 
NEEDED TO BUILD STRENGTH 


4. Pro.—It will further develop the program looking toward peac 
strength. 
BUT WHAT KIND OF STRENGTH? 


Con.— Even if one’ believes that strength will build peace with Russia, this is 
certainly not the kind of strength or the right place for it. The Russians have said 
that they will not tolerate the rearmament of Western Germany. This is under- 
standable when one recalls that Russia has been invaded numerous times through 
Germany, that many Germans might want to fight for the recovery of territors 
in the east, that many Germans have grievances, and thev are most skilled Rus- 
sian killers. 

Rearmament does not develop strength in this case because it would put the 
timing of a war—even if we wanted it—out of our hands and into the hands of 
the German Army, or the Russians. 


WHO WANTS TO TURN DOWN 12 DIVISIONS? 


B. Pro.—It will supply 12 divisions in a short time to the European defense 
community. 
MIGHT UPSET THE APPLE CART 


Con.—In the merely arithmetical and technical sense, these divisions might be 
desirable. But the political disadvantages are overwhelming. As things stand, 
Russia has predominant land strength. The United States has the upper hand 
in the air and on the sea. German rearmament under the United States com- 
mand would make the United States power complex predominant in all three ele- 
ments and an intolerable threat to Russia, from which Russia could be protected 
only by the putative good will of the United States. Put yourself in Russia’s 
shoes. 

EUROPEANIZATION WILL PULL THORNS 


C. Pro.—There is no particular danger of German aggression because Kurope- 
anization of the German Army will absorb and neutralize it. 


96968—52—-——-34 
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OR JUST CAMOUFLAGE THEM 


Con.—Some of France’s most brilliant observers refer to the European army 
as a myth. They dread the superior capabilities and resources of the Germans 
inder that camouflage. 

From the Russian point of view, Europeanization of the German Army means 
subordination to American control. 

From the German point of view, it means a de-Germanized—therefore, an 
un-German and unpatriotie—development for which they will not be enthusiastic 
People need a flag, a tradition, and a belief. To the great majority of Germans, 
Kuropeanization is an unworkable hocus-pocus directed at them and based on 
the perpetuation of their disunity. 


HELPING A PEOPLE IN DISTRESS 


lb. Pro.—We have to give the Germans weapons to help them defend them- 
-elves. We can’t leave them naked to Russian aggression. 


HELPING UNWILLING BENEFICIARIES 


Con.—The Germans are the best judges of the danger they are in, and the 
majority of them don’t want to be armed in this way. There is no joy or security 
in it for them. 

Is it very helpful in any case to offer weapons to only half of them, with the 
other half being the first prospective victims of those weapons? 

Is it helpful to give weapons to men who will have no status as soldiers under 
international law (because no peace treaty has been signed between Germany and 
Russia) and who would be shot as guerrillas? Is it helpful to supply them with, 
at least at first, inferior and inadequate weapons? Is it helpful to make their 
country the battlefield? Is it helpful to leave their wives and children in the 
middle of that battlefield, as present Pentagon strategy and the balance of military 


strengths provide? 


PROTECTING UNCLE SAM’S POCKETBOOK 


Pro.—It will save the United States money by forcing the Germans to pay 
of the costs of their own defense. 


BY SPENDING MORE AND MORI 


Con.—It won't save the United States any money because it doesn’t start out 
that way. Since announcing our plan for the rearmament of Germany we have 
nereased our forces in Germany from two to six divisions 

We will have to increase this number further to carry out our guarantee to the 
French that we will not let the rearmed Germans threaten them. 

German rearmament plans call for a large part of the equipment to come from 
the United States at the expense of the American taxpayers. Moreover, American 
grants in cash will have to be made. This is already provided for in the Mutual 
Security Act now laid before Congress by the administration although the precise 
amounts are secret. 

The Germans are paying plenty now. They are lodging and pampering six 
American divisions quartered on them, They are supporting the expellees driven 
out of Eastern Europe at the end of World War II with American approval and 

onsent. 


MAKE THE GERMANS PAY A LITTLE, TOO 


Ff. Pro.—The Germans shouldn’t be free to sell their peacetime production in 
world markets while their competitors in the Western World are forced to turn 
their facilities to armaments production, 


EVEN IF IT KEEPS THEM IN THE POORHOUSE? 


Con.—This argument shows the alarming gulf between the American policy, as 
currently carried out, and American ideals. If our people were really consistent 
in their campaigning for a unified Europe, it wouldn't matter where the business 
went, any more than it makes a difference as between Pittsburgh and Birmingham 
in the United States. 

Besides, the Germans are forbidden to manufacture armaments under the 
Potsdam agreement. They would be legally subject to reprisal under commonly 
accepted international law for doing so. 
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Moreover, the slight advantage the Germans get from this situation is more 
than made up for by their losses in east-west trade which we have cut off under 
the Battle Act. 

The present economic balance in Germany is precarious. The average worker 
makes $20 a week. Dragging down Germany’s mild prosperity would mean 
increased distress and radicalism or the furnishing of greater economic aid from 
the United States, 
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WE MUST NOT BE DETERRED IN OUR REARMAMENT 
AATIS, 


d or G. Pro.—We can’t let down in our build-up just because the Russians seem to 
make a fair-sounding offer of settlement. 


THIS MAY BE THE LAST CHANCE FOR NEGOTIATION 


Con.—-Our arms build-up has been with the purpose of reaching a point where 
the Reds would negotiate. Apparently, we have reached that point now. They 
are asking to negotiate. We must be careful, as James Warburg warns, that our 
Government has not ‘‘fallen in love with the cold war as an end in itself 


| the 
7 EUROPEAN UNITY PLANS WOULD FALL, TOO 

irit\ 

Pro.—Even if the Reds were sincere, to drop German rearming would 


| the the Pleven plan, the Schuman plan, and the success of NATO 


nder 
and 
vith, Con.—If agreement can be reached with Russia, there would be no need for 
their NATO and the Pleven plan, which are military alliances aimed at Russia. To 
the want to continue with them after their purpose is gone shows an intellectual in- 

tary ‘rtia and the lack of alternative plans by our policy makers. 
As for the Schuman plan, if it is still considered desirable on economic grounds, 


BUT COULD BE REPLACED WITH FINER ONES 


can be continued on an even broader scale. The Schuman plan constitution 
as now written allows the introduction of new members. In a time of reduced 
tension the Schuman plan might conceivably be extended to the Urals 

In addition, the Russians have, in effect, offered to make an equivalent sur- 
render of their plans for reparations, Soviet ownership of East German corpora- 
tions, close economic integration of East Germany with the eastern bloc, and the 
5-vear plan for the industrial development of Eastern Germany. 


+ 


WOULD SIGNAL RETREAT TO ISOLATIONISM 


the I. Pro.—We have to let people know that we are at last awart 
leadership in the world, and will not retreat again into isolationism 

rom 

ican MIGHT OPEN UP TWO WORLDS 

a Con This subtle appeal to our conceit is most dangerous é 
nternationalism could as well be a crusade for universal disarn 
urrent crusade for universal superarmament. Rejection of re: 
ticularly as that rearmament is outlined under the Mutual Secur 
actually allow us to be more cooperative in positive project 
social and econoraic development. Our present programs are 
mentally isolationist, half-world concept of containing, quarantining, : 
off evervone who does not join in our anti-Russian crusade. 


WE SHOULDN’T INVITE THE RUSSIANS TO TA 
Pro.—We can’t just turn the Germans over to Russia with 
PLAN WOULD GET BOTH RUSSIANS AND AMERI 


Cor If we would listen to what the Russians are sav 
innouncing that thev would rather lose all Germany thar 


rearmed,. Thev are agreeing to elections in all of Germany. Everyone k 
that even if every resident of the present east zone voted Communist there would 
till be an overwhelming non-Communist majority in any all-German elect 

The Russians have in the past made no effort to extend their territ 


many with the exception of the time at the close of World War II when 
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drew from certain areas and invited them to occupy them. They are now offering 
to withdraw. 

Burdening the Germans with rearmament for the west might be the best way 
to run them over to some form of radicalism, right or left, because of the increased 
social tensions which would result. 


GERMANY rHE ULTIMATE WEAPON 


Kk. Pro.—We need the Germans to lick Russia. 
THAT COULD MEAN OUR SUICIDE 


Con.—This assumes that war is inevitable; that we will have not peace throug! 
strength but victory through war. This is the counsel of the rash, extrem: 
militarist wing of the Pentagon. It is a denial of all the official claims that 
NATO and the European defense community are defensive in nature. 

Whether it would actually succeed in “‘licking’’ Russia is open to question 
But it is certain that it would complete the destruction of Germany and the 
impoverishment of the United States. Many people in foreign lands would tend 
to see in the rearmament of Germany an official American endorsement ot! 
General Grow’s diary in which he urges, “Strike now!’’ 


RUSSIA’S PLAN MEANS GERMAN REARMAMENT, TOO 
L. Pro.—If we give up the rearming of Germany and accept the prese: 


Russian proposal instead, doesn’t that mean the reappearance of a dangerous 
national German Army, under the control of reglorified Nazis? 


A NEUTRAL GERMANY, IF SELF-ARMED, LESS DANGEROUS 


Con.—The raising of its own national army (if it Wants one) would be a normal 
attribute of Germany's restored sovereignty. If the Germans don’t have thi 
right to an army, they won't have sovereignty. But arming shouldn't be forced 
on them. But self-arming is a different matter from, and much less dangerous 
than, the coerced rearmament of one-half of a country, by outsiders. Or, what’s 
worse, the coerced rearmament of two halves of Germany by two outsiders. As 
for the danger of sudden renazification, the sober text of the Russian proposal, as 
translated in the (Washington) Evening Star, March 20, shows only that former 
Nazis would start with a clean slate. This is a normal postwar amnesty. There 
are counterprovisions to prevent the rise of totalitarian political forces. The 
reunited Germany would have to promise not to ally itself against France, the 
United States, Great Britain, or Russia. The proposal of Russia doesn’t have to 
be accepted on a cut-and-dried basis. The United States can at the same time 
dicker for an Austrian treaty, which would automatically necessitate the with 
drawal of Russian occupation forces from Hungary and Rumania, as well as from 
Austria, and, of course, from Germany. 


Mr. Finucane. The people of Germany and the people of France, 
according to the best estimates that we can make, don’t want the 
rearmament of Germany. The public-opinion polls that have been 
made in Germany, both the Gallup poll and a poll by an organization 
which is a purely German organization, show the majority is against 
this. 

The Social Democrats, who are the second-largest party in Germany, 
are also against it. 

The German Federation of Labor, with 8 million members, say they 
don’t want any rearmament of their country until there have been 
general elections. 

The recent elections in West Germany showed that the Social Demo- 
crats, against rearmament, gained 100,000 votes, while the party sup- 
porting rearmament lost 100,000 votes. 

The Government Party maintained its majority, and for that reason 
our public-relations pe ople immediately took up the hue aad ery that 
this was the justification for continuing with the rearmament program, 
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but actually if you look at the trend there was 100,000 against rearma- 
ment. 

In Western Germany our policy is raising up saints and martyrs 
against us. These people are the heroes of Germany and the patriots, 
and they are against us on this policy. I must sav that they are 
friendly to America in a general sense, and they are pro-Western in 
their orientation, but on this one issue they think we are wrong and 
they are opposing us. Incidentally, many of them favor the general 
idea of rearmament in the West, but they don’t think Germany should 
be put in for reasons which are given in this memorandum. 

I would like to mention a couple of them. I had an opportunity 
to spend 6 months in Germany last vear, and I got to know some of 
these peovle. T made it a point to go around and look these people 
up. There is Gustav Heinemann, former Minister of the Interior, 
who resigned over this issue. He is a leading Protestant layman and 
is president of the Evangelical Church Laymen’s Association. I would 
compare him to John Foster Dulles here, except that he is not con- 
nected with the administration. 

Another, a woman, Frau Helene Wessel. Frau Helene Wessel has 
been chairman of the Catholic Center Party in the German Congress 
until recently, when that party was merged with the Bavarian Party, 
of which she is now a member of the executive committee. 

Another person is Admiral Stummel, former admiral in the German 
Navy and a Catholic. 

These three persons that [ have mentioned head up an Emergency 
Committee for the Peace of Europe. They have gotten in 2 months 
over a million and a quarter signatures to their petition. Nobody 
accuses these people of being Communist. Drew Middleton, whom 
| do not know of as being sympathetic with anything that does not 
fit in with the State Department, savs these people °°> “stanchly 
anti-Communist.” 

There is another group, called the Women’s Peace Congress. Sen- 
ator, this Women’s Peace Congress this Sunday is leh ling a meeting 
in Bonn, a mass meeting. Before the meeting begins the Catholic 
women go to church and attend holy mass; the Protestant women go 
to their churches and attend divine services. Then they get together. 

This is not a permanent organization; it is an ad hoc organization, 
a grouping of women to deal with this present prob lem of German 
rearmament. They have had three meetings, and I would like to 
read a paragraph from their declaration. 

Senator Green. When was that held? 

Mr. Finucane. It was in September of 1951. One paragraph 
(reading): 

Men of Germany: The protection which we women and mothers ask of vou 
cannot be rendered by taking weapons in vour hands. Your rearming would 


enormously intensify the danger of war: it would make Germany the battlefield 
and deliver us all, our whole people, to anguish and destruction. WithGermany 
as center, the conflagration would spread throughout Europe and set the whole 


world ablaze. 


This is a one-page statement of theirs. [ would like to have it 
incorporated in the record, 

Senator Green. All right. 

(The statement. is as follows:) 
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DrECLARATION UNANIMOUSLY ENDORSED BY SOME 800 DELEGATES AT THER WEs't- 
GERMAN WoMEN’s PEAcE CONGRESS, VELBERT, 14. x. 1951 


To Al! German Men, Women, Mothers, and Young People: 

In a grave hour for our people and country, the West German Women’s Peac« 
Congress appeals to all of you. Who could be more alarmed than we German 
women and mothers by the daily growing threat of war; who should be mor 
keenly sensitive to this danger than we, the bearers of life? 

In face of the anxiety, German women, who still stand silently apart from 
political affairs, can no longer remain inactive. For the sake of life we must 
speak out. We appeal to you all. We appeal to our people; to our members of 
Parliament. We must not take a single further step along the way where no 
peace is to be found; no further step toward the division of our people, or thei: 
remilitarization. 

Members of the Federal Government: We implore you, by taking counse! 
together to exhaust every possibility of preventing German people from havin; 
to fire on their German brothers. We demand from our representatives that 
they shall not throw back this responsibility upon the victorious powers, but 
take it upon themselves to find the way of understanding between German and 
German. By this means we can prove to the whole world that love of peacs 
and freedom, confirmed by our love to our own nation, is the basis of Germar 
policy, which determines our relation to other peoples. 

Men of Germany: The protection which we women and mothers ask of you 
cannot be rendered by taking weapons in vour hands. Your rearming would 
enormously intensify the danger of war; it would make Germany the battlefield, 
and deliver us all, our whole people, to anguish and destruction. With Germany 
as center, the conflagration would spread throughout Europe and set the whol 
world ablaze. 

Sisters, throughout our people: We beg you in this hour of common peril to 
forget everything that divides us. We beg vou to extend a hand to one another, 
to unite in your efforts to support and strengthen this our appeal to all the elected 
representatives of our people, which is your German and our Christian duty 
The representatives of our people, both East and West, must find the ways 
mutual understanding 

We and our children want to work happily again in a united German fatherland 
Peace is our life, therefore our country must be granted six vears after the war, a 
proper peace treaty. Only through peace can the grave moral damage be madi 
good, which has been caused in the main by the two last wars. Preparations 
for further war can only increase it. The serious social problems with which we 
and the whole world are struggling, can only be solved as we move into conditiot 
of peace. Such ea new ordering of social! life is the best contribution we can make 
to our defense 

Let the demilitarization of Germany become the beginning of internation: 
understanding and disarmament. 

We pray for God’s help to pursue this path of peace, freedom and justice, from 
which course no enmity or suspicion shall deter us. 


Mr. Finceane. Another person in this group is Pastor Niemoeller. 
Pastor Niemoeller is one of the heroes of Germany. You remember 
Hitler had him in a concentration camp for a number of years. When 
you mention his name it is like turning on a chandelier. People see 
a burst of light and they hear choruses of trumpets and angel choirs. 
We don’t even have such authentic heroes in our own country at the 
present time, because we have never lived through a period of op 
pression such as the Germans lived through. 

Here you have these people, and vou have them all working against 
this phase of American policy, and vou have them all praying against 
us. This is something that I do not think is sufficiently realized here, 
and I think it ought to be taken into consideration. 


EUROPEAN OPPOSITION TO GERMAN REARMAMENT 


This opposition to the rearmament of Germany, and in a wider 
sense the rearmament of Europe, extends beyond the borders of 
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Germany. In a series of articles in a diocesan newspaper in Lyons, 

France, Monsignor Ancel has written three propositions. He says, 

“A preventive war is a crime. ‘Treaties leading up to it are null and 
Peace void. No citizen has the duty to obey his country in carrying out 
rma such a war.” 
mem He did not tie in these statements of his with NATO or with the 
Disiins European defense community plan, but all the commentators hav: 
must assumed that, speaking as he does in this context, he has meant thi 
rs ol danger of such a preventive war developing out of this trend of ours 
rae Now, | have mentioned who these 1 are in Germany, and | 
ve mentioned one person in France who is against the rearmament of 
nse Germany and the rearmament of E urope. But vou also have the 
Vit Parliaments in both countries against it. 
pret I make that statement on this basis: The German Parliament laid 
oar down several conditions. [ would like to mention four of them which 
ence they want to have fulfilled before they will raise troops for this pro 
Maa posed army. The French laid down — conditions 

Senator Green. What do vou mean by “the French’’? 

F dey Mr. Fixnveaxe. The French Parliament, the Chamber of Deputies 

field. These four conditions laid down by the Parliament of each country 

lan are in direct contradiction to each other. That is to say, the Germans 
want, as a condition, the return of the Saar into Germany; the French 
want, or have proposed-——no country that wants territory or has a 
territorial claim can enter this group. The Germans want equality 
militarily and economically; the French, without apparent prior col- 
laboration, say that integration must be pinyoct on a preferential 
basis with regard to France. The Germans want the liberation of 
war criminals; the French have their counte amnesia 

Senator Green. You have taken longer than any of the othe: 
witnesses. Your time is up. You foresaw that possibility by asking 
that vour memorandum be filed. 

Mr. Finveans. | wonder if you would make an allowance, in view 
of the fact that vou questioned me for a minute at the beginning, to 
conclude my remarks. 1 will skip to the end. 

Senator Green. 1 do not think the questioning lasted very long 

Mr. Finucane. | have attempted to me Senator, that there is a 
strong popular resistance in Germany and 1 F rance of which we ar 
unaware. 

Senator GREEN. It occurs to me that you are arguing. You talk 
about these minority groups against the Government taking the 
opposite position. Don’t vou believe in the democratic process 
whereby there must be some way of determining policy, and that must 
be by the majority in a free election? And haven't the ‘vy had that? 

Mr. Finucane. Senator, ves, they have. It is generally conceded, 
however, and Walter Lippmann is the latest one to concede, I saw 
in vesterday’s Washington Post that the majority in Germany is 
against remilitarization. 

Senator Green. Can't vou take the official returns instead of 
Mr. Lippmann? 

Mr. Finucane. The last official returns from the new southwest 
state showed a growth of 100,000 votes against remilitarization, and 
aside from that vou have the two majority parties in France and 
Germany laying conditions which are mutually impossible. In 
other words, you are authorizing the appropriation of money that can- 
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not be spent to any effect, because these countries are not going to 
play ball. They will take the money, but they won’t produce. 

[ am just sorry that in Germany today we are casting ourselves 
in the roles that the Nazis once had, trying to force an unpopular 
policy upon them. We are introducing conscription, trying to 
introduce it, the way Hitler did; we are subsidizing 12 newspapers to 
the tune of 15 million marks. 

Senator GREEN. There is nothing in this bill to that effect. 

Mr. Finucane. This bill is to support the incorporation of Germany 
into the European defense community and to support the raising of 
these troops by these, I would say in quotes, ‘‘Nazi’’ methods. That, 
in part, will be paid for under this appropriation. $116,000,000 of 
the money is set aside by the Administration as Germany's share just 
for “defense support.’ I don’t know how much ts set aside for 
military equipment. 

Thank vou. 

Senator GREEN. Thank vou very much. 

Now I have two or three communications here. One is from the 
Chamber of Commerce of the United States. They have not appeared 
here, but they are offered this statement to be filed. Is there any 
objection to putting that in the record? 

Another statement is from the Americans for Democratic Action. 
If there is no objection, that statement will be made a part of the 
record. 

(The statements referred to are as follows:) 

CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington 6, D. C., March 28, 1952. 
Hon. Tom ConNALLY, 
Chairman, Senate Foreign Relations Committee, 
Senate Office Building, Washington 25, D. C. 

DrAR SENATOR CONNALLY: I attach hereto a statement of the position of the 
Chamber of Commerce of the United States with reference to foreign-aid spending. 

In accordance with the telegraphic offer from C. C. O’Day, vour committee 
clerk, I request that this statement be made a part of the record of your hearings. 

Cordially vours, 
CLARENCE R. MILEs. 


STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES 


It is the considered opinion of the Chamber of Commerce of the United States 


that expenditures on international affairs in fiscal 1953 by the United States 
Government should not exceed $5 billion. Since nearly $8 billion of unspent 
funds will be available in fiscal 1953 under existing appropriations, we see no 
need for Congress to authorize any additional appropriation for foreign aid in 
fiscal 1953 

The chamber has long advocated the active participation of the United States 
in seeking solutions to the many difficult problems that the free world has had to 
face since the defeat of the Axis Powers. 

We subscribed to a program of relief through UNRRA and _ subsequently 
through direct contributions to nations devastated by war. We = supported 
economic and military assistance to Greece and Turkey; the British loan, and 
the Marshall plan. In addition, we favored the action of the United States in 
entering into the North Atlantic Pact and the other regional pacts, and the 
principles of the Mutual Security Program. The chamber has continuously 
reaffirmed its view that the United States should participate vigorously in 
world affairs 

But the chamber has become increasingly concerned about the fact that the 
achievements of virtually all the various foreign-aid programs have fallen far 
short of expectations. We feel, therefore, that the time has come to examine 
carefully the reasons for the suecesses and failures of foreign aid to date. On 
the basis of this type of an examination, recommendations can then be made 
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which will insure a more successful policy for the future. The latter part of this 
statement will attempt this task. 

The following is a brief statement of the position of the chamber on the subject 
of foreign policy. 

The chamber recognizes that a good foreign policy will safeguard the rights of 
the individual American, preserve his home and the American economy. The 
consequences of foreign policy affect the heart-beat of every living American in 
terms of broken homes and lives, shattered careers and emptied pocketbooks 
American foreign policy is every man’s business. 

The chamber’s aim is to 

1. Help develop a foreign policy which provides for the independence, integrity 
and security of the United States; 

2. Support public and private economic policies that will enabie America to 
have the guns and productive capacity, the strength and prosperity to support 
its foreign commitments; 

3. Encourage the advancement of the cause of world peace through all appro- 
priate channels. 

The chamber will support the development of the free-enterprise system and a 
high, balanced level of international trade as essential to world prosperity and 
world peace. 

The chamber will support a program to build our military and economic 
strength, within our capacity and insofar as our interests require, to a reasonable 
level of readiness; and to help other nations which oppose the aggressive role of 
militant Russian communism to build their military and economic strength. 

The chamber will act in cooperation with other private and publie groups to 
promote the recognition of the private enterprise system, based on individual 
freedoms and incentives, as far superior to the totalitarian planning system in 
increasing economic strength and in promoting human welfare and happiness. 

The chamber will support foreign policy designed to develop greater production 
increased productivity and wider distribution of goods in free markets among 
peoples of the world. 

The chamber will work for the elimination of restrictive and discriminatory 
trade practices between all nations. 

The chamber will support the United Nations as an appropriate agency t 
develop a collective security system in the world, encourage every constructiv: 
step to strengthen it and improve its effectiveness, and work to develop publi 
understanding and support of it throughout the United States 

The chamber will use its facilities to promote the widest pessible understanding 
of facts essential to the development of United States foreign policy, and to 
develop an informed public opinion on the course that we should folloy 


FOREIGN AID AND THE DOMESTIC ECONOMY 


The chamber is seriously concerned about the effects on the strength of thi 
American economy of the current high level of foreign aid. No one knows how 
long the cold war may last. Mr. Averell Harriman, Director of the Mutua 
Security Program, once stated that we may be in for a 4-mile race instead of the 
100-vard sprint of World War II. In such a situation it is imperative that the 
American Nation conserve its strength for the long pull. 

This is especially important in view of certain changes in the position of tv 
American economy since before World War II. At that time the total tax burden 
was only slightly over 20 percent of income. Today the tax burden is approachin 
35 pereent. During the past decade inflation has reduced the value of the America 
dollar by almost 50 percent. A continuation of heavy military and foreign-aid 
outlays will strain the American economy even more and lead to further loss of 
confidence in our national solvency. 

The present program of military and economic aid and increasing amounts of 
point 4 aid could, unless effective and realistic limits are put on its amount 
continue into the indefinite future. In fact, there are grave dangers that the 
amounts might increase. A report by a group of experts from several countries 
appointed by the Secretary General of the United Nations, estimated that to 
develop the underdeveloped areas of the world would require from $10 to S14 
billion of outside capital annually for an indefinite period.!. Undoubtedly, most of 
this would have to come from the United States. Also, if past experience is any 
guide, there would be strong pressures to have the United States Government 
supply a large part of it. 
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Many of our nonrenewable and vital resources are being rapidly depleted. As a 
result, our industrial economy is becoming more and more dependent upon foreig: 
sources for raw materials. America is becoming a‘‘have not” nation in a number 
of respects. In 1939 we were net exporters of aluminum, copper, and petroleum 
In 1951 we were heavy net importers of all three basic commodities. Whereas 
formerly the Nation was self-sufficient in copper, lead, and zine, now we import 
from 30 to 40 percent of total requirements. Increasingly we are becoming de 
pendent On foreign sourees for iron ore. The same story could be told for a 
considerable number of other vital materials. 

The principal causes of this rapid and basie shift in our resources position ari 
twofold: primarily the heavy military expenditures of the past decade and see 
ondarily our foreign military and economie aid programs. No nation is wealthy 
enough to continue, over a long period, a policy of substantially reducing its 
material wealth without receiving something in return \ wise long-range military 
and foreign policy must give these factors heavy weight 

Few would question the fact that the United States industrial might is the No. | 
deterrent to the aggressive designs of the Soviet Union Ina matter of such vrave 
importance where the very existence of the Republie is at stake, it is imperative 
that first things be kept first 

The present tax system is having serious deterrent effects on incentives to work 
o save and to take risks. It is true that there has been a tremendous expansiotr 
of plant capacity and production since the end of the war but this was financed 
mainly by reinvested earnings of corporations. The increase in taxes since Korea 
has seriously limited this source of funds, and capital formation and the growth of 
production in general are in great danger of being retarded 

When the personal income tax was adopted in 1913 the rates varied from 1 to 7 
percent Today they range from 22.2 percent to a top of 92 percent In 1909 a 
corporate tax of | percent was adopted. Today corporation taxes take on the 
average about 60 percent of total corporate profits 

Because of the fact that Government expenditures are so high, the low- and 
niddle-income groups are inevitably being foreed to shoulder burdens of taxation 


never before known in the history of this country. For example, the chamber has 
estimated that those in the $2,000 to $3,000 income group pay In taxes, both direct 
and hidden, to all levels of government, almost 30 percent of their income 7 
S5.000- to S7.500-a-vear group pays slightly over 35 pereent of their income in 
@ACS 

This situation has not come about because the so-called rich do not pay el ough 

taxes \ccording to figures presented by Secretary of the Treasury Snyder in 
his testimony before the House Ways and Means Committee in February 1951, 

of the personal income left after taxes in the tax brackets of 84,000 and above 
amounted to onlv 89.7 billion. This was before the 1951 Tax Act was passed 
vhich further inereased taxes. $9.7 billion is almost SI billion less than t 
President proposes to spend on foreign aid alone during fiseal 1953. 

These figures foreefullyv illustrate how onerous the tax burdens of evervone ha 
become and the impossibility of lightening the tax burdens of the low- and midd 
neome groups by anv other method than a reduction in Government expend 

ires Poday, everyone pays heavy taxes—not just a few rich people. 


FOREIGN AID RECOMMENDATIONS OF THE CHAMBER 


Last vear the chamber of commerce recommended that total outlays for militar 
uid economic aid be limited to Sd billion in fiseal 1952. Again this vear the 

ard of directors unanimously recommended that total foreign-aid expenditure 
be held to a maximum of $5 billion in fiseal 1953. 


This vear in the i 


/ 


udget recommendations of the President, a deficit of S14.4 
fiscal 1953 was forecast. The chamber membership is seriously con 





cerned about the effeets such a budget will have on our productive strength and 
the value of the dollar. We studied it carefully. We balanced the alternatives 

Our econelusion is that the budget should be balanced with no increase in taxes 
This means that according to the President’s estimates, expenditures will have to 
be reduced bv $14.4 billion In determining where to make the cuts, the diffi 
eult problem of alternatives had to be considered. As previously stated, our 


conelusion is that expenditures for international affairs should be cut to S95 
billion from the S1tO.8 billion estimated by the President 

We also estimate that $5 billion could be saved out of the $51.2 billion esti 
mated outlavs for the Armed Forces by improving efficiency. The rest of the 
$14.4 billion total eut should be taken from the various other programs of the 
United States Government 
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his committee is considering the President’s request for an authorization of 
a $7.9 billion appropriation for foreign aid in 1953. However, the chamber 
estimates that the President already has available to spend on foreign aid in 
fiscal 1953 a total of $7.9 billion in appropriations of previous years. These two 
amounts total $15.8 billion. This means that, if the Congress should pass this 
vear’s appropriation request, there would be $5.3 billion available for spending 
after fiscal 1953, even on the assumption that fiscal 1953 spending on foreign 
aid is carried on at the $10.5 billion rate the President estimates. The chart 
below contains the relevant figures on this point. 

In view of this situation, the chamber reeommends that the Congress authorize 
no more foreign aid for fiscal vear 19538. Out of existing appropriations, 35 
billion could be spent and still $2.9 billion would be left over for spending in 
future vears. This should amply take care of the fact that, because of the long 
production lead time, many military items in particular have to be planned for 
everal vears in advance, 


How Foreign Aid Funds Accumulate 
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AVAILABLE FOR FOREIGN AID FISCAL, 1953—$15.8 BILLION 
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PLANNED FOREIGN AID SPENDING, 1953—$10.5 BILLION AVAILABLE FOR LATER YEARS 
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ESTIMATED SPENDING, 1952—$6.5 BILLION 


CMAMSEA OF COMMERCE OF THE U5 A 


size of the earrv-over would give the 

over the purse strings. The seeming loss of control over 
Congress is a problem which has worried pot only Men 
also many other people in recent vears. This way tl 
effectively review international affairs each vear and deter 
he spent 

No one knows how long the cold war ma ast but there i 
statements which would lead the American people to believe that the international 
ituation is any more serious this vear than it was last vear However, the build- 
up in foreign-aid programs has been extremely rapid, with spending jumping from 
$4.5 billion last vear to $6.5 hillion this vear and another jump to $10.5 billion 
planned for next vear. 

It seems likely that we are in for a long ll—and lik 


ve been no 


ve must conserve our economic breath for what may lie al 
tl nl strain our resources so heavily now, we believe 
our foreign aid over a longer period of lower expenditur 


REVIEW OF FOREIGN-AID EXPERIENCI 


The table below shows that since 1940 the American perople | 
S80 billion (net) outside the United States. Sinee the end of 
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host of governmental approaches to international economic problems have been 
tried. All have been found wanting. 
TaBLe I.—United States foreign trade ! 
{Billion dollars} 
Postwar 


period 


1946-51 


War period 
1940-45 


Exports ? , , $80.9 $102 
Imports ? 40.8 2. ¢ 
Excess of exports over imports 40.1 39 


HOW EXPORT SURPLUS WAS FINANCED 


United States Government: 
Grant (net 
Loans (net) 
United States private sources 
Remittances (net) 
Capital (net 
Omissions and errors 3 
Liquidation of foreign (+) or United States (—) assets 
International Monetary Fund 
International Bank for Reconstruction and Development 


' Figures are on a calendar-year basis. Totals do not add up because of rounding of figures. 
2 Merchandise, services, income on investments, etc. 
3’ These are statistical errors of estimate and omissions 


Source: Various issues of the Survey of Current Business and The Economic Reports of the President. 


First there were the International Monetary Fund and the World Bank. At 
the time, these were called the solution to postwar international economic prob- 
lems. Shortly after the end of the war they proved to be inadequate. 

The British loan of $3.75 billion was supposed to tide Britain over her postwar 
difficulties; but by the end of 1947 it was virtually exhausted and the British 
economy was in a worse crisis than before. 


MARSHALL PLAN 


The next solution to the European economic difficulties was to be the European 
recovery progre :. There can be no doubt that the achievements of the Economic 
Cooperation Administration were considerable during its existence but the fact 
that the European balance-of-payments deficit with the rest of the world was 
about as great when the ECA program ended on January 1, 1952, as it was when 
the program began cannot be overlooked. 

An examination of the successes and failures of the Marshall plan is necessary 
in order to get a clear picture of what must be done if American aid is to be more 
successful in the future than it has been in the past. 

The Marshall plan is commonly cited as being the bright light in our postwar 
international economic relations. Impressive statistics to the effect that the 
industrial production of many European countries is 50 percent and more higher 
than 1938 levels are used time and again. Some reduction in trade barriers has 
been brought about by the lifting of quantitative restrictions on imports among 
the Marshall plan countries. This, plus the European Payments Union, has 
facilitated intra-European trade. 

But in addition to the pleasant side of the picture, we must also look at the 
hard facts on the other side. The fact that industrial production is not synony- 
mous with total production has been scarcely, if ever, mentioned in the ECA 
reports. The total production picture is not so encouraging. Mr. Colin Clark, 
the Australian economist and statistician, has estimated that total British produc- 
tion in 1950 was only 12.6 percent hicher than in 1938. Total production includes 
agricultural production and the production of services as well as industrial pro 
duction. The net production per person at work had increased Dy only 3.1! 
percent during the same period. It must be remembered that Great Britain is 
alleged to be one of the countries in which the production recovery record has 
been the most outstanding. 
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As pointed out earlier, the European balance-of-payments deficit with the rest 
of the world was about as great when ECA ended as when it began. This is 
widely attributed to the effects of the Korean conflict and the need to rearm, but 
if economic recovery had been built on a sound foundation these nations would 
have weathered the adverse winds. While subscribing to the general principles 
of the Marshall plan, the Chamber has from the beginning recommended that 
this aid be conditioned upon the recipient countries pursuing policies of strict 
governmental economies, balanced budgets, and foregoing costiy and resources- 
wasting public-works programs. The increase in military outlays in the European 
nations is still relatively modest. As far as the increase in raw materials prices 
goes, if the economies of these countries had been as strong as the ECA claimed 
they were, they should have been able to cope successfully with the stiuation. 
Furthermore, when colonial dependencies producing large quantities of raw 
raaterials are taken into account, it can be seen that many of these countries also 
benefited dollarwise by the increase in raw materials prices. 

The time has come to seek out the fundamental reasons why the economies of 
so many foreign countries continue to be in such a desperate plight. Outmoded 
industrial production and marketing practices plus widespread discrimination 
against the initiative, know-how and energy of private enterprisers are important 
explanations. The granting of foreign aid by the United States Government has 
allowed these countries to continue inefficient and undesirable practices instead 
of facing up to the hard decisions which they would have had to make if foreign 
aid had been unavailable. 

The inefficient and wasteful use which has too often been made of the counter- 
part funds is another serious black mark. In France, for example, counterpart 
funds are being used to provide a 354-mile seaway and power project from the 
Mediterranean to Lake Geneva, 1,230 feet above sea level in the heart of the 
Swiss Alps. This project was twice voted down by the French people when they 
thought they would have to pay for it themselves. 

In Rome, a tremendous modern railway station, a mile long, into which you 
could put Pennsylvania Station, Grand Central Station, Cleveland Union Station, 
and all the railroad stations of Chicago and have a few acres left over, is being 
built out of counterpart funds. Grandiose and beautiful publie buildings may be 
nice to look at but they do not put food into the mouths of hungry people, nor 
do they make much of a contribution to defense. 

American foreign aid has allowed foreign governments to indulge their penchant 
for social and economic reform without having to face seriously up to the conse- 
quences. In Great Britain, for example, welfare expenditures take on the average 
nearly 20 percent of each person’s income. Included in this total are the large 
outlays for socialized medicine, food subsidies, family allowances, housing sub- 
sidies, and death grants. 

Because of such heavy welfare expenditures, European nations are laboring 
under even higher tax burdens than the American people whose taxes are approach- 
ing 35 percent of income. There is an almost unanimous feeling on the part of 
the European people that they are overtaxed. 

The moral that is commonly drawn from this situation is that these nations 


‘ 


cannot afford any more for defense. But the United States tax burden, instead 


of taking approximately 35 percent of income, would take over 45 percent on the 
average of each person’s income, if a welfare state on the European dimensions 
were adopted. This would be a higher percentage than the amount taken in 
taxes in any European nation. Then we would also be unable to spend so much 
for national security and for foreign aid. 

Anyone who is inclined to doubt these facts should inspect the percentage of 
their total production that our various European allies are spending on defense. 
Whereas the United States plans to spend close to 20 percent of its gross national 
production on defense during the coming year, Britain is spending about 12.8 
percent, France 11 percent, and Western Germany 10.5 percent. We are not 
criticizing these countries for spending a smaller percentage of their production 
for defense than the United States does. The fact that their productive capacity 
is considerably lower than ours cannot be denied. But we do vigorously protest 
the use of figures on the percentage of income paid in taxes in the various countries 
toimply that the European economies are bearing a heavier burden of the common 
defense than the United States does. 

The solution to this predicament should be easily recognizable but it is seldom 
pointed out. The lavish giving of aid has just been prolonging an untenable 
situation. The economies of these nations will never be on a sound basis until 
they themselves undertake the financial and fiscal reforms necessary for national 
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solvency, create convertible currencies and reduce foreign commerce controls and 
restrictions. The American Government should be working in the direction of 
trying to bring about these necessary changes instead of perpetuating the present 
inefficieney and chaos by granting excessive amounts of foreign aid. It is reas- 
suring to note that the British Government, under the leadership of Mr. Churchill, 
is now attempting to approach the problem along these lines. For example, 
expenditures on food subsidies are being reduced by more than one-third and 
interest rates have been raised in order to curtail nonessential capital outlays. 








THE PRESENT 





PROGRAM 





OF FOREIGN AID 














The American people seem only dimly aware of the fact that the present 
program of foreign aid is the beginning of a new phase in international giving 
which can become perpetual. The technology of modern warfare changes so 
rapidly that weapons which are the latest model today become obsolete tomorrow. 
Because of this obsolescence problem, there is great danger that our military -aid 
program will become a permanent one unless our allies show striking and unex- 
pected improvements in economic strength 

\ particularly serious danger is to be found in the prospect of a perpetual 
continuation of foreign economic aid. The Marshall plan was originally scheduled 
to end in June of 1952. Whether it would have ended on schedule or not if Korea 
had not intervened, as the Administration claims, is an academic point. The 
probability is that the Marshall plan would have been replaced by an expanded 
point 4 program of economic assistance to the underdeveloped areas. 

The fact of the matter is that part of the reeommended $7.9 billion for fiscal 
1953 includes an appropriation of $1.8 billion in economic aid for Europe under 
the name of defense supporting funds. In this part of the program, the same type 
of goods will be sent to Europe as were sent under the Marshall plan 


industrial 
equipment, raw materials, and food. 


In addition, about $1 billion of the military 
foreign-aid appropriation will be sent to purchase so-called off-shore military sup 
plies in Europe, thereby directly aiding the European economies. 

It cannot be stressed too often that currently there seems to be no foreseeabl: 
ending of foreign aid. Last vear when the Secretary of State testified 


he talked 
in terms of a 3-vear program costing approximately $25 billion. 


In his testimony 


this vear he has stated that he cannot foresee anv date on which the program 
can be ended. 


AID TO THE UNDERDEVELOPED 
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The rapidly growing program of aid to the so-called underdeveloped areas of 
the world is a serious long-term threat to the already overburdened American 
taxpayer. The point 4 program began in 1950 with an appropriation of onlva 
few million dollars. In this vear’s appropriation request, the administration is 
asking for over $550 million. 

When the program was first outlined in the President’s messages to the Congress 
in January 1949 it was implied, at least, that the assistance would be mainly in 
the form of technical aid and that the dollar amounts expended would be small. 
But the size of this vear’s appropriation request should be sufficient to put ever 
one on guard. 

There is strong and continuous pressure from several quarters attempting to 
get the United States to enter into a program of permanently sharing our wealth 
with the rest of the world. This has been dubbed the international abilitv-to-pay 
principle. This is, in effect, a recommendation to applv the progressive principle 
of taxation externally. Obviously the prospect of receiving large benefits without 
having to work for them is a very beguiling prospect to the nations of the world 
whose incomes are lower than ours. 

For vears the United Nations has been trving to persuade the United States 
Government to allow it to spend more of the American taxpayer’s money. United 
Nations experts have estimated that aid to the underdeveloped areas should total 
around $10 to $14 billion per annum for an indefinite period. Although not 
explicitly stated, the lion’s share of this aid would have to be supplied by the 
United States. Since the population of the underdeveloped areas of the world is 
approximately 1.5 billion, it is easy to see how a widespread application of this 
kind of international egalitarianism could bankrupt our Nation. 

In a recent television program on which he appeared with Senator Capehart, 
Mr. Harriman, the Director of the Mutual Program, endorsed this form of 
international socialism. Mr. Harriman said that a world in which there is o1 


rich nation (the United States) and several poorer nations is bound to be one in 
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which there will be ill will and wars He said that this was 
which there was one rich person and all the other people wer 

There is plenty of evidence that international charities and 
schemes do not improve international relations. In the past 
have probably witnessed a more rapid deterioration in our intern: 
than in any former period of our history. 

We have lost China as a friendly power And many « 
that not much of Asia can be held on a long-term basis wit 
Qur entire position in the Pacific is jeopardized. 

Our middle eastern poliey has alienated the entire Arab world 
the U. N. delegate from Lebanon and a man with a most sv 
toward the west, has stated that United States prestige in thi 
an all-time low 

There was a time not long ago when the whole of Asia 
developed areas of the world looked on the l nited States : 
and democracy But the granting of dollar charities ir 
is boomeranging, as many people predicted that it woul 
develop sensitive inferiority complexes and feel that we a 
ing attitude toward them. The attitude of the averag 
the United States is granting him dollars in a desperate : 
will for no good purpose and that basically we have no 

This problem can be resolved only if we have a co 
foreign poliey at the official level with clearly defined aim 
is the creation of mutual good will and tri | 


citizens of all nations learn to know each other and work to 


ESSENTIALS O} A REALISTIC INTERNATIONAL DEV 


The technical cooperation program of the United Stat 
widely and favorably received. The idea of Americar 


d 
available to all nations is a good one. But this program 
being pervert¢ d In the judgment of the Chamber ; 
States, approval of an appropriation of 650 million 
appropriation request might mark the poin’ of no 


here on in, the economic and technical assistance 
into an international relief program on a gigantic seal 
would ultimately bankrupt the United States Br 
people to be aided and the wasteful use which is likely 
of the aid, it probably would achieve few appreciable 

The time has arrived for the United States Governme: 
remind itself once again of the conditions under which out 
under which internation investing has achieved its only las 

It is the unparalleled productivity of the private 
furnished and is furnishing the means of national defer 
It is the projection of this productivity abroad through privat 
materials, skills, and ideas that constitutes the chief hop 

The investor is motivated by one of the oldest, strongest 
impulses known to man—the urge to accomplish, to build or to p 
of recognized value for which he will receive adequate comper 
of earnings or profit All any enterpriser wants is an opportu! 
tive resources to work in such a way that they will produce a profit 
with the known risks—and the greater the risks, the greater 
tunity for profit. 


IMPEDIMENTS TO PRIVATE INTERNATIONAL INVESTMENT 


the need for investments to close the foreign trade gap, and for investments t 
meet our responsibilities to other nations. It has been asserted by so mat 
different people on so many.different occasions and in so many different places 
that private investment has been insufficient to do the job and that, therefore 
we must have governmental lending that altogether too mar people in tl 
United States and elsewhere now accept this misconception as the trutl 

The real reasons why there has not been more private foreign investment ar 
not difficult to find. The National Industrial Conference Board recently put 
lished a 382-page analysis of replies to questions received from 107 American com 
panies having investments abroad, entitled “Obstacles to Direct Foreign Invest- 
ment.’ The following are obstacles that they found, in order of importanee. 


Much has been written and spoken in these postwar vears about economic aid 
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1. Export and import quotas constitute the leading problem in most of the 
individual countries. Distributors cannot obtain goods from abroad for resale 
Manufacturing firms are forced to shut down or reduce their operations below 
eapacity thereby raising their unit cost of production. Plant maintenance and 
expansion are often prohibited. Increased costs are incurred because of delays, 
red tane and fines for infractions of regulations. 

2. The limitation on remittance of profits is of greatest importance in the 
industrialized countries of the world. This obstacle is basie for all industries 
because it retards the important motive of profit return on investment. 

3. The control of capital movements arising out of the problem of balance of 
payment shortages is particularly acute in Europe. 

+. The burden of social insurance charges results in high labor costs, particu- 
larly in South America. One company reported that social insurance represented 
38 percent added cost in salaries. In other cases dismissal of the worker is almost 
impossible, thereby lowering the efficiency of the work force. 

Other important obstacles to direct foreign investment are lack of trained per- 
sonnel; retarded development of such facilities as roads, railroads, harbors, ete. : 
inadequate housing, recreational and shopping facilities; multiple exchange rates 
and restrictions on importation of American personnel, even where trained per 
sonnel are unavailable locally. 

Undoubtedly the United Nations made the two prize understatements of the 
vear in the following comments: 

“The plight of a foreign investor on account of exchange controls is frequently 
considerable.’’ and ‘‘Under any circumstances, the prospect of nationalization 
gives rise to uncertainties.” 

The question must be asked, what are our Government officials doing to correct 
these situations? All available evidence shows that they are really doing very 
little. In faet, probably one of the foremost obstacles that private investors 
face in creating an imvroved environment is the firmly rooted belief in many 
foreign countries that they can obtain all the investment capital thev need from 
the United States Government or from intergovernmental agencies without taking 
the stern measures of self-discipline required to create a favorable environment 
for private enterprise 

This situation leads to a sort of international blackmail system. Because of 
the various obstacles, the amount of private foreign investment possible is limited. 
Countries then claim that thev cannot get enough capital to develop their re- 
sources. The usual reaction of our Government officials has been to argue that 
there is no other alternative to governmental lending 


PRIVATE INTERNATIONAL INVESTMENT 


The Chamber has carefully examined the statistics on international private 
direct investments in the postwar world. All things considered, the record has 
been impressive. From the end of 1946 to the end of 1950 total private American 
direct investments abroad increased from $8.6 to $13.6 billion. 

\ further breakdown of these statistics tells an interesting story. Most of the 
increase in investments has gone to Canada and certain Latin American repub- 
lies—countries which have received little or no American aid and in which the 
obstacles to foreign investment have been less. The increase in direct invest 
ments in the ECA countries has been quite small—from $1.8 billion to $2.3 
billion during the corresponding period. 

In the opinion of the members of the Chamber there are two primary reasons 
for this picture. The first, of course, is to be found in the fact that the countries 
in which private investments have been the greatest possess large quantities of 
natural resources needed by American industry. But the second and even more 
important explanation is that the investment environment in these nations is 
sufficiently favorable so that the returns are large enough to justify the risks 
Given the proper political climate, there is simply no limit to investment oppor- 
tunities in the world. Assuming an even break, American business would be more 
than willing to direct its skills to the task. E 

If the authorities of the United States Government are reglly serious in their 
expressed desires to improve the lot of the underdeveloped nations, they should 
be bending all of their energies to this end. This does not mean, as many op- 
ponents of such a program will allege, that the United States would be pursuing 
a policy of economic imperialism. All we would be doing is to make it unmis- 
takablv clear on what terms United States aid will be forthcoming and to 
indertake the task of convincing the nations of the free world wherein their best 


interests le 
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ROLE OF THE GOVERNMENT IN INTERNATIONAL ECONOMIC DEVELOPMENT 


It is definitely not the intention of the members of the Chamber to create the 
impression that the Government has no legitimate function to play in the field 
of international economic development. First, there is the previously discussed 
important function of convincing the nations of the free world to adopt the poli- 
cies that give real promise of promoting economie and social progress. 

Also, the Government has an undeniably important role to play in the informa- 
tion and education field. It can facilitate the exchange of information, technical 
knowledee, and people with technical skill. 

Finally, there are several areas where the Government can directly promote 
economic development. In the United States, Government research has com- 
piled an excellent record in the field of agricultural science, education, public 
health, road building and general community development, for example. The 
government can make this knowledge available to foreign countries. But even 
in these areas large government loans are not needed. An examination of the 
historical record would show that by following reasonable practices, the various 
levels of government in the United States and Canada were able to borrow large 
sums abroad on a private basis. 

The importance of selling the nations of the free world o 
which give real promise of promoting economic and social progress 
too strongly stressed. The United States Government could sh¢ 


i 


creating a reasonable climate for private investment, we were able to get ample 


quantities of funds from the then more developed European nations when we 


il 


were dependent on foreign investment for economic development. Canada 


Lele 
makes an excellent story. Our great neighbor to the North has relied heavily on 
foreign private investments for development. It is no accident that a tremendous 
new influx of private capital into Canada during the postwar period has accom- 
panied the removal of Canadian exchange controls and ot 
f re ign Commerce 

The view that private foreign investment means economic 
exploitation of fore ign people is. unfortunate iv. wide ly } | 
incorrect statement gained such wide acceptance. 
stripes and left-wing liberals accept it uncritically 
Undoubtedly, many eases in which individual pri 
reasonably large profits and have mistreated the native 
B it on the general question, undeveloped countries whiel 


resourees ean benefit enormously from the use of private 
well known that the great industrial structure of the | 
of private enterprise—is the fundamental explanation 
living. No other social svstem in the recorded history 
duced such an achievement in such a short period of tin 
question then is, How can other nations who wish to en 
ments of the United States sueceed unless they do | 


\ tremendous publie relations jo! 


We in the Chamber have been trying 
Unfortunately, however, the first prerequi 
more people in the various international agencies 


° eo 
» is needed o 


ment who themselves understat d how the private enter 


NEED FOR AN INFORMED P 


if 


The Chamber is using its facilities to promote the widest 
of facts essential to the development of United States foreign } 
an informed publie opinion on the course that we should follow. 
tion we wish to register a strong protest against the view 
ipologists for our present foreign policies that any « 
deterioration in our international relations, if me 
Union itself. The key question is one of devising 
a peaceful free world and to serve American interests. 
we do not feel that the present program meets these requir 

In order for the American people to develop the best possible program 
necessary for the facts to be made available to them. A red tape curtain hi: 
been thrown around the information concerning the ous foreign-aid programs 
During the past few davs the press has on several occasions reported the concern 
of Members of Congress that thev are being given insnfficient information upon 
which to base crucial legislative decisions. Private individuals and organizations 
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have an even more difficult time obtaining the information that is essential fo: 
an evaluation and understanding of our foreign policies. 

A policy of this nature is not very reassuring to the American public when the 
have in full view our disastrous foreign policy record of the past decade. 

The Chamber of Commerce of the United States has subscribed in princip| 
to the foreign-aid programs of the United States Government over the past 1() 
years. However, we have just undertaken an exhaustive examination of how 
these programs have worked out in practice. We are disappointed with thi 
results. Furthermore, continuation of the present programs threatens to do 
irreparable harm to the economy of the United States. 

The Chamber firmly supports the principle of mutual security. Within th 
limits of economic ability, we feel that the United States should assist othe: 
nations to help themselves militarily as well as economically, provided that the, 
are willing to work together to resist Russian domination. 

In conclusion therefore, we wish to reiterate our considered opinion that 
expenditures on international affairs in fiscal 1953 by the United States Govern 
ment should not exceed $5 billion. Since nearly $8 billion of unspent funds wil! 
be available in 1953 under existing appropriations, we see no need for Congres: 
to authorize any additional appropriation for foreign aid in fiscal 1953. 


APPENDIX A 


Since March 15, 1952, the Chamber of Commerce of the United States has 
received telegrams and letters from chambers of commerce in the following cities 
specifically endorsing its stand in opposing any new authorization for foreign aid 
for fiscal 1953: 


Alabama: Fairhope Minnesota: 

Arizona: Madelia 
Kingman (Mohave County) St. Paul 
Tucson Missouri: 

Arkansas: Jefferson City 
Earle Pleasant Hill 
Harrison St. Louis 

California: Montana: Helena 
Beverly Hills Nebraska: 

Fullerton Chadron 
North Hollywood Scottsbluff 
South Gate Superior 

Connecticut: New Jersey: Madison 
Bridgeport New York: 

New London Albany (Empire State Associatior 

Georgia: of Commerce) 
Douglas Angelica 
East Point Grand Island 

Illinois: Newburgh 
Elgin Port Jefferson, Long Island 
Flora Staten Island 
Moline Westhampton Beach 
Park Ridge North Carolina: 

Indiana Black Mountain 
Elkhart Gastonia 
Indianapolis High Point 
Logansport North Dakota: Mandan 

Towa: Waverly Oklahoma: 

Kansas: Chanute Ada 

Louisiana: Bartlesville 
Hammond Ponca City 
Tallulah Oregon: Oregon City 

Marvland: Aberdeen Pennsylvania: 

Michigan: Berwick 
Alma Bradford 
Flint Corry 
Gavlord (Otsego County) Emlenton 
Marine City Holliday sburg 
Wayne Mount Joy 
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Pennsylvania—Continued Tennessee: 
Philadelphia Greenville 
Pottsville Memphis 

~ Warren Texas: 
York Brady 
Rhode Island: Cranston che mgga 
South Carolina: amt etete 


MeAlle 
Hartsville ciocan a 
Union ] : 


Robstown 
South Dakota: Weslaco 
Deadwood Utah: Logan 
Watertown West Virginia: Moundsville 


AMERICANS FOR Democratic ACTION, 
Washington, D. C., March 28, 1952. 
Hon. Tom ConnNALLy, 
Chairman, Senate Foreign Relations Committee, 
Senate of the United States, Washington, D. C. 


DEAR SENATOR CONNALLY: Mr, Arthur Schlesinger, Jr., had planned to appear 
before your committee today to present the views of Americans for Democratic 
Action on the Mutual Security Program. We regret very much that due to illness 
Mr. Schlesinger will not be able to appear. I attach hereto the testimony Mr. 
Schlesinger had prepared for the hearings. We would appreciate it very much 
if you would permit this testimony to be printed in the hearings as part of the 
record. 

Very truly yours, 
JoHN J. GUNTHER 
Le gislative Re prese ntative 


STATEMENT BY ARTHUR SCHLESSINGER, JR., ON BEHALF OF AMERICANS FOR 
DrMmMocrRATIC ACTION 


I am Arthur Schlesinger, Jr., professor of history at Harvard University. I 
present this statement today on behalf of Americans for Democratic Action, of 
which I am a vice chairman. 

Our present foreign policy is a policy of joining with other free nations to restrain 
Soviet aggression by building positions of strength in the free world. Experience 
has shown the free nations that weakness invites aggression. It is therefore 
reasonable to conclude that strength will deter aggression. Military strength 
will discourage armed attack; economic and political and moral strength will 
discourage infiltration and subversion. Only as we transform situations of weak- 
ness into positions of strength can we hope to relieve the free world of the over- 
hanging threat of Soviet aggression and atomic war. That is why we in Americans 
for Democratic Action support this policy. It seems to us to present the best 
hope of affirming and extending democratic interests without provoking war; it 
gives us the best chance of moving toward peace without retreat or appeasement. 

The Mutual Security Program is the heart of this foreign policy. It is the 
instrument by which the United States, still the arsenal of democracy, contributes 
to the building of strength in the free nations. Americans for Democratic Action 
vigorously and wholeheartedly supports the Mutual Security Program. We 
hope that the Congress, after a thorough inquiry, will agree with us that the total 
amount requested by the President, $7.9 billion, is none too great in view of the 
size of the problem and the urgency of the threat. 

The program is large. It has many implications. You have heard a variety 
of testimony on many aspects of the program. We would therefore like to con- 
centrate our presentation on four points: 

1. The indispensability of allies to our national security. 

2. The indivisibility of economic and military assistance. 

3. The importance of making this program not just a defensive holding action 
but the basis for a peaceful democratic counteroffensive against communism. 

4. The capacity of the American economy to bear the cost. 


1. The indispensability of allies 


When the United States is confronted by the threat of aggression, then clearly 
it is in our national interest to keep that threat as far as possible from our own 
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shores and to associate as many nations as possible in sharing with us the burden 
of defense. 

Our manpower is but 6 percent of the population of the world; it cannot hope 
by itself to man the bastions of freedom. Our present rate of national produc- 
tion and defense mobilization depends on raw materials made available to us by 
our allies. Our capacity to retaliate effectively against the Soviet Union depends 
on air bases made available to us by our allies. It would be irresponsible in th 
extreme to turn our back on these invaluable assets. 

Let us face the hard fact: these assets, in the main, cannot be replaced. The 
manpower, the raw materials, the strategic bases, once lost to us, cannot be 
duplicated from our national and continental resources. That strength, which 
provides the margin of our own safety, would go instead, if our allies collapsed, to 
increase the capacity of the Soviet Union to destroy us. The cost of trying to 
make up out of our own resources for the loss of these assets would not only fail 
to produce anywhere near as much national security. It would also cost incal- 
culably more than the $7.9 billion contemplated in the Mutual Security Program 
Moreover, as a beleaguered island in a sovietized world, the United States would 
be forced into a state of garrison centralization fatal to our traditions of political 
and economic freedom. 

Either our allies are worth supporting or they are not. If they are not, let us 
abandon them. But let us recognize candidly where the logic of abandonment 
leads us. That logic is that either the Soviet Union has no aggressive aims or 
that, when we finally decide to oppose Soviet aggression, we should do so, not in 
distant countries but only on our own continent and our own homeland. Ameri- 
eans for Democratic Action believes that through the policy of collective strength 
we can restrain Soviet aggression without war. We sharply reject the counsels 
of those who believe that the Soviet Union presents no threat or those who say 
in effect, that it is better to meet that threat in Detroit, Puget Sound, and Staten 
Island than to meet it in Korea or central Europe. 

One other point: While we believe that hard-boiled considerations of national 
security make aid to our allies necessary, this is not the only reason we favor such 
aid. In last analysis, in our judgment, the hope for world peace depends on the 
progressive moral leadership of the United States. We can appeal to the free 
peoples only if we show some concern for their freedom as well as our‘own. A 
policy which would whittle away their freedom in the interests of our own fatter 
living is a policy which would destroy our hope for moral leadership. Let it 
never be said that the United States could so selfishly sell its birthright for a mess 
of pottage. 

2. The indivisibility of strength 

Military aid is obviously of first importance. Without military strength, the 

free peoples would have no hope of living with the threat of Soviet aggression 
sut military strength cannot be purchased at the price of economic and political 
weakness. Military strength in the modern world is not just in arms alone; it is 
in a functioning economy, it is in a healthy people, it is in the morale and deter- 
mination of a modern nation. ‘To concentrate on building military strength to 
the neglect of other forms of strength would be to build a massive wall around 
a nation while it crumbles internally into moral and economic collapse. The 
concentration on military defense alone is the psychology of the Maginot line. 
Bitter experience should have taught us that the Maginot line approach does not 
provide reliable strength. 

We believe, therefore, that the $1.819 billion for defense support in Europe is 
as important as the $4.070 billion for direct military assistance. Defense support 
is essential to enlarge the economic base in order to make military expansion 
possible. Those of us who worry over the capacity of the American economy to 
bear the burden of rearmament must recognize that the European economies 
face the same problems and that the strain and disruption of war have left these 
economies in a far less robust condition than our own. Defense support is further 
essential as a means of economizing our Own expenditures; funds invested in 
defense support in Europe will vield two to three times as much military strength 
as the same funds invested in the United States. 

lf we eliminate defense support from our program,/we will cause a sharp cut- 
back in the military build-up and capabilities in Europe. This is a shocking 
responsibility to assume in a period of world crisis. lt would represent a retreat 
from our whole policy of peace through collective strength. 

Because strength implies political and moral health in addition to economic 
and military power, ADA favors other measures designed to strengthen the 
European economy. We favor, in particular, the strengthening of free trade- 
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unions, the promotion where needed of programs of land reform, the reorganization 
and reform of taxation systems, the break-up of cartels and monopolies, and the 
equalization of the burden of sacrifice among all classes in the population. In 
the case of Spain, where American aid cannot be justified by the claim that 
Spain, like Yugoslovia, is in the first line of defense against Soviet aggression, 
we are opposed to any aid so long as labor enjoys none of the rights granted to it 
as & matter of course through the rest of the Atlantic community. We also hope 
and trust that Western Europe will continue to make steady progress toward 
political and economic unity. 


> 


8. Mutual security cannot be for defense alone 


The Mutual Security Program cannot be just a holding action. We believe that 
Soviet aggression must, of course, be contained; but containment is not enough. 
The Mutual Security Program can play an indispensable role in firing the free 
peoples with faith in their own future. As such faith develops among free 
peoples, it cannot but have its influence among the enslaved nations behind the 
iron curtain. The development of a fighting faith in the free world will speed and 
enlarge the resistance to Soviet tyranny in the satellite states. 

This is true in Europe. It is even more urgently true in Asia. Here we face a 
problem of peculiar difficulty. Throughout the underdeveloped areas of the 
world, old social structures are in the process of visible disintegration and decay. 
New mass energies have been released. These energies focus on the demand for 
national independence and for social change. These genies can never be put back 
into the bottle; nor, as a democratic nation, born in a struggle for national libera- 
tion, should the United States ever wish to put them back. 

Our problem in Asia is to convince the leaders of the new national and social 
movements that they can solve their problems within a framework of friendship 
with the west. The best way to doing this is to work with them in programs for 
their own economic improvement. The policies of technical and economic coopera- 
tion known as point 4 are therefore of decisive importance in the battle of Asia. In 
the long run they will be far more important than the delivery of arms and 
ammunition to the discredited leaders of old Asia. While we favor military support 
in cases where independent states are resisting actual aggression, as in Indochina, 
we feel that our main effort in the underdeveloped areas must be in the affirmative 
terms of point 4. 

India, in our judgment, is the key to the defense of Asia. For-this reason 
we vould call special attention to the importance of backing the program for 
development in India recently worked out under the direction of Ambassador 
Chester Bowles. As President Truman well said in his message, “‘In one district in 
India, the production of food has already been increased 46 percent. Repeat this 
across the continents of Asia and Africa and Latin America, and we enter a new 
era in the history of man,” 

Can we afford mutual security? 


Wein ADA have never been among those who had doubts and fears concerning 
the strength of the American economy. We believe that the American economy 
can do whatever is necessary to assure the national security. We do not feel 
that the $7.9 billion for the Mutual Security Program, even with the $58 billion 
proposed for other forms of security, will create an intolerable economic strain. 
We would direct the attention of the committee to the analvsis recently under- 
taken by a group of professors in the Harvard Business School and published 
under the title “Our Economic Capacity To Meet Defense Goals” in the January 
issue of the Harvard Business Review. This analysis, endorsed by 19 members 
of the business-school faculty, concludes: ‘‘On an over-all basis, American con- 
sumers will have as much available for their purchase in the summer of 1952 
they actually bought in the second quarter of 1951, virtually the same as in ~ 
period just before Korea, and significantly more than th 1ey chose to consume at any 
time during the postwar period.” The security programs are well within our 
economic capacity. 

The Mutual Security Program, on its record of achievement, deserves support. 
Mr. Averell Harriman, the Director for Mutual Security, has shown himself a 
farsighted and courageous statesman. The policy of peace through collective 
strength has more than justified itself in terms of results. This policy, we believe, 
affords the best hope of restraining Soviet aggression without resort to war. 

If this policy is carried out in the properly dynamic spirit, it will help light a new 
and militant faith among the free peoples of the world. In that faith lies the best 
hope of setting in motion a democratic revolution which will win the minds and 
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hearts of the masses of the world and lead to the eventual collapse and disappear- 
ance of communism. 


Senator Green. Now I would like to make a statement for th 
record, since statements to the contrary seem to have appeared in 
some of the newspapers, that we have heard or received written com- 
munications from all persons who have asked to be heard on this 
matter. Everyone has been heard from, perhaps not to the extent 
they would like, but often—in most cases—where oral addresses were 
delivered they were allowed to amplify them by written statements. 

So this concludes these public hearings. 

(Whereupon, at 4:10 p. m., the open hearings were adjourned.) 

(The following statements were received subsequent to the hearings 
and are inserted at this point:) 


STATEMENT OF FLoRA B. LupIncTon, CHAIRMAN, INTERNATIONAL RELATION 
Boarp, AMERICAN LIBRARY ASSOCIATION 


The long-range aspects of international economic and technical development 
should not be overlooked. By assisting in the increase of knowledge and skills 
on the part of large numbers of peoples, especially in the undeveloped areas, ws 
can help them to become more effective participants in the economy and govern- 
ment of their areas. 

If we are to make the most effective use of our personnel, they must have access 
in the field to appropriate technical publications. The training of local personne] 
to take over and to extend what we shall have begun requires comparable mate- 
rials. A network of libraries, technical and general, supported the Tennessee 
Valley Authority from its inception. Scientific and technical publications are 
an indispensable part of any development program, wherever located. The less 
developed the area, all the more essential are the elementary manuals and pam- 
phlets suited to local needs for training purposes. If the local population partici- 
pates in the production and use of benefits, the broad impact on the life of the 
region requires a well-conceived program of adult education. 

It is in the best interests of the United States to promote economic self-suffi- 
ciency, especially in undeveloped areas. We need the resources of these areas 
now. In the future we will need their personnel, their skills and resources. We 
look forward to the ever more effective participation of their citizens in world 
affairs. 


STATEMENT BY THE LEAGUE OF WoMEN VOTERS OF THE UNITED STATES 


The League of Women Voters considers the Mutual Security Program to be 
basic to the present foreign policy of the United States. Members of the league 
now totaling over 100,000 in some 800 communities, have followed the develop 
ment of the program during the past year. A summary of our views about the 
importance of the program follows. 


1. Collective security and NATO 


The league has worked for 30 years to build support for the idea of collectiv: 
security. To this end we worked for the establishment of the United Nations 
and later for the North Atlantic Treaty Organization as a regional arrangement 
within the framework of the UN Charter. We believe that the formation of 
NATO was desirable and that its progress to date has been rapid. In order for 
this progress to continue, Western Europe needs some help from the United 
States, both to stabilize economies strained by rearmament and to arm the force 
being organized to defend the West. The expenditures for defense support in 
the Mutual Security Program seem to the league to be as necessary as those for 
military aid. Indeed, it seems to us that there is little real distinction between 
military and economic aid. The main point is to help Western Europe develop 
and sustain a viable economy while it rearms for the safety of all of us. Whatever 
contributes to this goal is important, whether it be wheat and cotton or guns and 
planes. 

Defense support, further, should be available to strengthen those new efforts 
at European integration—the Schuman plan, the European army, the Europea: 
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Payments Union—which offer so much hope for the birth of a strong and inde- 
pendent federation of states of Western Europe. 


2. Aid to underdeveloped areas 


The league especially favors those parts of the Mutual Security Program which 
authorize economic aid and technical assistance from the United States to the 
countries of Asia, Africa, and Latin America. We believe this aid is vital because 
it gives those nations a chance to become independent partners in the task of 
building a peaceful world. 

League members are aware of the social and political revolutions in many 
underdeveloped areas, of which intense nationalism is one aspect. Aid such as 
is now being extended through the point 4 program can help turn this tide in a 
constructive direction. It is certainly in our national interest that this should 
be done. Experience has shown that much can be accomplished in under- 
developed countries with a moderate expenditure of funds. We urge Congress 
to provide adequate appropriations to carry on this program for advancement. 
8. Technical assistance through the U.N. 

Letters from league members all over the country show they feel strongly that 
more of the money made available by the Congress for technical assistance should 
be directed through the United Nations. Ifthe U. N. is to develop into an effec- 
tive instrument for international cooperation, member countries must make use 
of it. In view of the sensitivity of nations recently emerged from colonial status, 
technical assistance from the U. N. is eften welcome where aid from the United 
States might be suspect. This is a particularly good program, therefore, to be 
developed through the United Nations. 

In closing, we should like to point out that our members, along with most 
other citizens, are seriously concerned about economy and efficiency in the Federal 
Government. We urge you to scrutinize every request for authorization of funds. 
We would be the last to say that waste should not be eliminated wherever it may 
be found. On the other hand, we want to be sure that cuts for the sake of econ- 
omy do not involve a risk to our national security or an undermining of the long- 
range goals of our foreign policy. The danger is that we shall be so impatient 
for results that we will fail to see the great progress which has been made and 
which would be wasted if aid were withdrawn just when progress is beginning to 
be apparent. 

We recommend, therefore, (1) that there be adequate appropriations for defense 
support as well as for military aid; (2) that we continue the program for aid to 
underdeveloped countries and that these appropriations be in adequate amounts 
and with full use of United Nations agencies. 


STATEMENT BY THE AMERICAN LABoR Party 


The American Labor Party respectfully urges this committee to reject the 7.9 
billion dollar proposal which masquerades under the title of Mutual Security 
\ssistance Program. 

The program constitutes the exportation of huge funds to implement the 
disastrous bipartisan policies of war. It seeks to bolster with billions of dollars 
the great lie of our day—that war is inevitable. It underwrites at the expense of 
the living standards of the American people a vast enterprise in blueprinting war, 
under the pretext of so-called security. 

We believe, as do millions of our fellow Americans of all political affiliations, that 
war is not inevitable. We believe that the best defense of America is a program 
of peace, not the stockpiling of atom bombs. We believe that cessation of hos- 
tilities in Korea, unrestricted foreign trade, and economic and diplomatic amity 
among the United States, the Union of Soviet Socialist Republics, Great Britain, 
France, the People’s Republic of China, and all the nations of the world should 
replace the atom bomb, dollar-bill diplomacy which is wrapped up in the 7.9 
billion dollar program under consideration by this committee. 

Throughout our Nation, there is growing awareness that the essence of the 
present bipartisan foreign policy is war. We respectfully call to your attention 
the very significant protest publicly declared by the Connecticut Council of 
Churches, in behalf of approximately 800 Protestant churches, on March 24, 1952. 
The council urged the immediate dismissal of Maj. Gen. Robert W. Grow who 
confided to his diary a passion for the commencement of an aggressive war by the 
United States as soon as possible. The council pointed out that, “After World 
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War II, the Nazi leaders, among them several military men, were sentenced jr 
Nuremberg and some of them executed for the very reason that they prepared an 
aggressive war in peacetime and harb red ideas which we cannot distinguish fro: 
those harbored by General Grow.” 

The views contained in General Grow’s diary are reflected in the purposi 
spirit, and contents of the program you are considering. The phrasing may by 
more adroit in the so-called mutual security assistance measure; the aim may by 
more skillfully disguised. But, the Grow diary and the Mutual Security Assist 
ance Program are twin proclamations of the same policy: War, lowered living 
standards for American families, and nullification of the Bill of Rights to suppres 
the great demand of the American people for peace, civil liberties, and economic 
security. 

Of course, big business has sent its spokesmen here to endorse the Mutua 
Security Assistance Program. Big business wants to continue its-orgy of war 
profiteering and has a huge stake in fostering war hysteria which it utilizes to 
obtain lush contracts. Here, gentlemen, is a mere sampling of the profits reap 
by the giant corporations: 


Total profits (after taxes) made by 808 companies last vear $7, 729, 023, 837 
Total profits for 28 petroleum companies (an increase of 17. 

percent , O87, 363, 403 
Total profits for 58 railroads 672, 680. 962 
Total profits for 13 rubber companies - _ - 169, 564, 245 
Total profits for 25 textile companies 5; 120, 223, 651 


Total profits of 88 utilities 752, 933, 834 


While big business and Pentagon big brass beat the drums for the 7.9 billion 
dollar ‘Operation rathole,” the American people are staggering under the burdens 
of the wage freeze, record high cost of living, increased withholding taxes, indirect 
taxes through higher prices, growing unemployment. Discrimination against 
and segregation of the Negro people is being intensified here at home while colonial 
oppression abroad is financed through such measures as the Mutual Securit) 
Assistance Program. To the anxious questions being asked by the America: 
people, the answer is official repression on every level of government—legislative 
verboten signs incorporated in the Smith and MeCarran Acts; judicial aid i: 
tyranny incorporated in supine decisions which betray, instead of protect, Ameri 
can civil liberties; executive tvranny through executive orders which hound thx 
people with political inquisitions, and exalt the business of informers, spies, stoo 
pigeons, and perjurers. 

Gentlemen, the American Labor Party most earnestly urges that you defeat 
the proposed Mutual Security Assistance Program 

Use the almost 8 billion dollars to chart a return to the peace policies of Frank] 
Delano Roosevelt. Use it to build the homes America needs, to improve socia 
security, to launch a program of Federal aid to education, to establish a syst 
of health insurance and medical care. 

A program of peace is the surest instrument for security. 


—_—_———— 


STATEMENT BY THE NATIONAL BOARD OF THE YOUNG WoMEN’s CurRisTIAN 
ASSOCIATION 


The national board of the Young Women’s Christian Association, which ha 
supported both the European Recovery Program and the Mutual Securit 
Program since their inception, respectfully requests the Congress to authoriz 
the Mutual Security Program proposed for the fiscal vear 1953. 

We believe that this program is an investment on the part of the United State 
for freedom, security, and good will in the world. It serves our own interests at 
the same time that it serves the welfare of large parts of the globe. We wer: 
gratified to learn that the amounts proposed for the point 4 program have bee 
increased. Promoting the well-being of people in underdeveloped areas is bo tha 
positive goal and one of the best ways to halt the spread of communism in thi 
world. In developed countries as well, improved living standards and a greater 
sense of security will help prove to the leaders of the Soviet Union that democracy 
serves people and to disprove their theory of an inevitable collapse of our way 
of life. 

In regard to the amounts proposed for Western Europe, we believe that direct 
military aid and defense support are closely interrelated. Both are economic in 
the sense that they involve a portion of our resources. Both are military sine 
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they contribute to the defense program. Drastic cuts in one or the other would 
upset the careful calculations of needs and the best ways to join in meeting them. 
Limiting defense support to weapons made in the United States and shipped 
abroad would increase the expense to American taxpayers, due to higher produc- 
tion costs here, and would halt progress toward greater productivity in Europe. 

We have noted the steps taken in Western Europe toward increased defense, 
productivity and unity. We are aware that much more needs to be done, but we 
realize the many obstacles, some of them due to the effects of two wars in one 
generation, others more fundamental and longer range. Reductions in the pro- 
posed defense support would, we believe, undercut the progress that has been 
made in Western Europe. We believe that the industries of these countries are 
vital to the free world; if they fell under Russian control, our situation would 
be grave indeed. Equally important, we believe is the fact that we share with 
them a common heritage of freedom, based on Judeo-Christian principles. 

We are aware that the vast majority of people in Western Europe live at a 
standard far below ours, and regret that gains to consumers from the Mutual 
Security Program will be limited largely to increased employment 

Finally, it is our belief that the economy of the United States is able to carry 
this burden, in view of the constant rise in production in this country, and gener- 
ally rising standards of living. We believe that we cannot afford not to continue 
the program, and that prompt action by the Congress will both encourage our 
friends in the world and bring nearer the day when the burden of increased 
defense can be lifted. 


NATIONAL COUNCIL OF THE ARTS, SCIENCES AND PROFESSIONS, INc. 
New York, N. Y., March 26, 1952. 
Hon. Tom CONNALLY, 
Chairman, Senate F ore ign Relations Committee 
Senate O fice Bua ding, Washington, D.C. 


Dear Senator CONNALLY: After careful analysis of the President’s recom- 
mendations to the Congress for an appropriation of $7.9 billion for the Mutual 
Security Program for the coming vear, the National Council of the Arts, Sciences 
and Professions concludes that this program does not further the objectives stated 
in the President's message of advancing world peace and protecting the security 
of the United States. On the contrary, we believe its passage would | 
to war and compound economic difficulties at home and abroad 
History has taught us that no amount of arms expenditure can purchase security 
for a nation. The proposed expenditure of $7.9 billion represents more than 12 
percent of the total proposed military program for the fiscal vear 1953 of S64 
billion. Neither the SS percent to be spent at home nor the 12 percent to be spent 
abroad can assure the American people of security. On the contrary, the proposal 
furthers a world armaments race and adds to world tensions. As the Wall Street 
Journal once remarked, *‘There is a greater force than the force of arms; or if t! 
is not, the American dream is dead.”’ 
As the successor to the Kuropean Recovery Program, th 
Program presumes to offer economic aid to our allies abroad 
e a dangerous illusion. The scheduled economic and techni 
gram totals only $656 million, less than 10 percent of the propos 
| percent of the total arms program. But even this msignificar 
exaggerated, for it includes, without detailed breakdown, milita ASSIS 
Southeast Asia and the Pacifice—in other words support for Chiang Wai-she} 
Bao Dai, and other undemocratic pretenders in the underdeveloped colonial 
areas of the world. The so-called defense support appropriations would aggr: 
the already serious problems of the Western Iuropean nations becaus 
Is dependent on a military expenditure on the part of the recipient { 
proportion to either their capacities or requirements he currene 
inflation, the fall in the standard of living, and international bal: 
deficits that have developed in Western Europe, as documet 
governments and in the Economic Reports of the United Nations 
astrous economic consequences of this form of so-called econ 
The Mutual Security Program alienates rather than wins : 
The considerations for recept of the aid require such a re 
ereignty that already the program has been rejected by many 
Mexico, Iran, Ireland, and Indonesia where the issue recent 
of a government. 


ead us closer 
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The Mutual Security Program does not come to grips with the real economi: 
problems in the family of nations. What is required is a new approach whic! 
would tackle seriously the questions of world trade and of how to raise the stand 
ard of living in underdeveloped areas through the United Nations on the basi 
of free and equal partners. 

Contained within the Mutual Security Program is an unspecified amount of 
appropriations for military aid to Western Germany—a program confirmed by 
the recent Lisbon Conference of NATO. This represents, in our view, a danger 
to the security of Europe and of the world, particularly in the light of the return 
of Nazies to high positions in the Bonn government. 

Finally, the program, together with the armaments program as a whole, has 
a disastrous effect on our domestic economy. This expensive and wasteful 
expenditure of tens of billions of dollars has already taken its toll from the Ameri- 
can people in heavy tax increases, in inflationary trends at home, in the dis- 
placement of expenditures for necessary projects for the furtherance of th: 
people’s welfare, such as public housing, school programs, health projects and i: 
the improvement of the Nation’s soil, natural power, and other resources. 

The same public sentiment in America which recognized the UMT as a mili 
tary measure that does not achieve security for the American people, and henc« 
defeated it, should rallv to defeat the Mutual Security Program. 

On the basis of such considerations, we call on the Congress to defeat the 
Mutual Security Program. We urge that attention be turned to devising a 
program in the interest of the American people which would aim toward the 
genuine security that would come through an end to the cold war, through peace 
negotiations with the Soviet Union, through fostering economic relations with 
all the world and restoring a health economy at home. 

Yours truly, 
Henry Pratt FAtRrcnHi.p, 
National Secretary. 


PROGRESSIVE Parry, 
New York, N. Y., March 24, 1982. 
Senator Tom ConNALLY, 
Chairman, Senate Foreign Relations Committee, 
Washington, D. C. 


Dear SENATOR CONNALLY: The more I read of the administration’s presenta- 
tion of its $7,900,000,000 Mutual Security Assistance Program, the more convinced 
I become that this is another wearisome chapter in the gigantic hoax being put 
over on the American people. In the name of common sense, I urge you, as 
chairman of the Senate Foreign Relations Committee, to stop the travesty of 
these hearings and start a real debate on the present disastrous course of American 
foreign policy. You, yourself, have expressed in caustic terms your own doubts 
concerning the mounting costs of this policy and the direction it is taking. 

The Mutual Security Assistance Program is a complete misnomer. It guaran- 
tees insecurity, ensures bankruptcy, and is a recipe for disaster. It is wasting 
our own resources, bankrupting the world, and leading down the path to war 
and depression. It rests on three gross deceptions. 

First is the propaganda that only a program of this size will save America and 
the world from even more appalling expenditures and even disaster. Unfortu 
nately, our capacity for belief is limited. We have been hearing this same line 
being delivered for the last 5 years from both the administration and its Repub- 
lican supporters concerning each new plunge into foreign policy. It started with 
the Truman Doctrine in 1947. That doctrine was to cost us only $400,000,000 
“it would save us billions in armaments.’’ We heard the same line on the Marshall 
plan. We heard the same line on the North Atlantic Pact. At every stage we 
have been solemnly assured by the most solemn assurers this country has ever 
seen from Acheson to Dulles and back again, from the late Senator Vandenberg 
to the latest editorial writers, that each successive and more costly step would 
save both money and lives. The record is damning. We are losing both money 
and lives—and the end is not yet. On the record of the past, therefore, the 
witnesses before your committee have been either incompetent or dishonest. 

On top of this record of arrant failure is another deception that is even worse. 
That is the deliberately concocted myth of a Russian menace. The fact is that 
no military man of competence—except when he is asking for bigger appropria- 
tions—and no statesman in his right mind, believes in a Russian menace to 
American security. This is part of that foreign policy that nobody believes in. 
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We do not need the forceful reminder of ex-President Herbert Hoover that today 
Europe, which is considerably closer to that presumed menace, has no such fears. 
And we do not need the recent statements of Mr. Bevan in England to show us 
that the bipartisan foreign policy is creating intolerable burdens throughout the 
world, wrecking the economies of Europe, placing new chains on the colonial 
peoples of the world, arousing fears of even worse to come. The Russian menace 
is a convenient bogey to scare bigger and bigger military appropriations, but 
frankly it is wearing a little thin. ‘lhe only real beneficiary of this ruinous policy 
is Western Germany, whose military build-up is being accomplished at the expense 
of the American taxpayer. It is certainly significant that the only European 
nation that has not had to cut its social services or raise its taxes is Western 
Germany—simply because the cost has been transferred to the American people, 
just as the cost was transferred by bankers’ loans in the 1920’s. 

The third deception is probably worst of all. That is the incredible notion 
that there is no alternative to the present foreign policy of arms and force. Such 
a notion is a typical product of the intellectual sterility of a President or a general 
bolstering their political fortunes with fairy tales. But no sensible statesman 
can honestly believe that there is no alternative to a policy that calls for bigger 
and bigger spending, for more and more wasteful armaments, for a garrison state 
at home and American boys abroad, and has no end but depression and war. 
There is an obvious alternative, an alternative that means peace and prosperity, 
that respects the wishes and the needs of the peoples of the world, that recognizes 
the profound desires of all people for self-determination and a share in the wealth 
they produce. ‘That alternative is to sit down with the Soviet Union and arrive 
at a peaceful settlement. I have yet to hear that alternative seriously proposed 
by any of the bipartisan leaders of foreign policv—but that is the mandate of the 
American people and the people of the world who have again and again registered 
their demand to end the war in Korea and sit down and talk peace. It is certainly 
a lot less expensive than the hundreds of billions we are pouring down ‘‘Operation 
rathole.”’ 

I urge upon you to call a halt to the present hearings. Turn those hearings 
into a forum for peace. Let the people be heard for a peaceful alternative, an 
alternative that will cut their taxes, raise their living standards, and end their 
fears. I hereby request time on behalf of the Progressive Party and all lovers of 
peace to present such an alternative. 

Sincerely vours, 
VINCENT HALLINAN. 


(At the request of Senator Neely, the following communication was 
inserted in the record at this point:) 


FAIRMONT ALUMINUM Co., 
Fairmont, W. Va., April 2, 1982. 
Hon. Tom CoNNALLY, 
Chairman, Senate Foreign Relations Committee, 
Senate Office Building, Washington, D. C. 
DeaR SENATOR CoNNALLY: We are very sorry to learn that the Senate Foreign 
telations Committee, after spending some 9 days listening to an array of Govern- 
ment officials arguing for a vastly expanded foreign-aid program, i. e., an addi- 
tional $7.9 billion for the fiscal year 1953, the committee suddenly announced 
that its hearings would close with reference to this matter on Friday, March 28 
and that those opposed to the authorization of $7.9 billion would be heard but 
would be limited to 10 minutes to present their views. This seems to us unfair 
and undue favoritism to biased Government officials who are committed to more 
and more spending regardless of the effect upon the economy of the country, or 
upon the people or the Government. It is a logical rule, when evidence is pre- 
sented on any legal matter or on any legislative matter, that both sides should be 
given an equal opportunity to present their case. The action of this committee 
appears to us, and we say it in all sincerity, to be one of stifling the opposition to 
the proposal in question and of preventing a fair presentation of the opposition’s 
case. 

We hope that you will permit this letter to be a part of the printed proceedings 
of your committee hearings with reference to authorizations for foreign aid this 
year. 

We believe that the present taxes and the present rates of taxation against 
individuals and business are exorbitant, excessive, and so burdensome as to have 
& very serious effect on the individual in his attitude toward work and particularly 
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toward saving part of his income and of risking part of his income in incentive 
capital; and it is having its effect on industry in new capital formations, in neces- 
sary growth and expansion and rehabilitation of plants, and will, if not stemmed, 
seriously affect the future growth and prosperity of our economy and of our country 

We believe the only way to reduce taxes against individuals and industry is to 
stop unnecessary spending and to practice rigid economy in all Government 
operations at home and abroad. A continuation of extravagance in the adminis 
tration of governmental affairs at home and free and ruthless spending abroad 
can, without question, destroy our magnificent and strong American economi 
system and lead to bankruptcy, and then there will be nowhere that the fre 
people of the world can turn. 

We believe that there should be no further appropriation for foreign aid this 
year. There is a balance of $7.9 billion left over in the Treasury from previous 
vears. Of this amount we believe not more than $5 billion should be spent 
the fiscal year 1953, which is $1.5 billion less than is being spent this fiscal vear 
and $500 million more than was spent the last fiscal year. 

We support the position taken by the president of the Chamber of Commer 
of the United States, Mr. D. A. Huley, and the Chamber of Commerce of the 
United States, and particularly do we emphasize some of the points that Mr 
Huley has raised before your committee in this connection, namely: 

1. Since 1940 the United States Government has provided on net balance 
$72 billion in grants and loans to foreign countries. 

2. United States aid is enabling foreign governments to indulge in socialisti: 
experiments without facing up to the consequences. 

3. The balance of payments deficit of European countries was about as great 
when ECA ended as when it began. 

1. During the past 6 years, in spite of foreign aid, we have probably witnessed 
a more rapid deterioration in our international relations than in any former 
period of our history. 

5. While the United States plans to spend almost 20 percent of its gross na 
tional production on defense during the coming year, Britain is spending 12.8 
percent; France, 11 percent; Western Germany, 10.5 percent. 

6. Foreign nations are using their counterpart funds, created by United States 
aid dollars, for such projects as a 354-mile seaway up the Rhone River from the 
French Mediterranean seacoast to Lake Geneva in the Swiss Alps, and for a 
mile-long railway station in Rome which will be larger than New York’s Pent 
sylvania and Grand Central stations; the Cleveland Union Station and all thi 
railroad stations in Chicago, all combined. 

We believe that instead of considering further grants to foreign aid and further 
schemes for spending money at home, our sight should be set on reducing taxation 
against individuals and against business by at least 25 percent. There is only 
one way to do this—stop spending and economize 

We strongly urge that no grant, in addition to the funds already availabl 
should be made this vear for foreign aid 

Sincerely yours 


’ 


M. Brite, President 
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| year Unitrep STATES SENATE, 
COMMITTEE ON ForrEIGN RELATIONS, 

TEC Washington, D.C. 


MONDAY, MARCH 31, 1952 


EXECUTIVE SESSION 
lance 

The committee met, pursuant to adjournment on Thursday, March 

alistic 27, 1951, in the committee hearing room, United States Capitol, at 
10 a. m., Senator Tom Connally, chairman of the committee, presiding. 

Present: Senators Connally (chairman), George, Green, Fulbright, 
Sparkman, Gillette, Wiley, and Hickenlooper. 

Present of committee staff: Dr. Wilcox, Dr. Kalijarvi, Mr. Marey, 
and Mr. Holt. 

Also present: May. Gen. George H. Olmsted, Director, Office of 
Military Assistance, Department of Defense; Maj. Gen. William TH. 
Arnold, Chief, JAMMAT, Turkey; Lt. Col. Victor B. Shemwell, 
Office AcofS 6 “3 Department of the Army ; Maj. ( reorge S. Blanchard, 
aide to General Bradley; Samuel Efron, counsel, Office of Military 
Assistance, Department of Defense; C. Tyler Wood, Assistant Deputy 
Director, Mutual Security Agency. 

Senator Futsricur. Mr. Chairman, | move we suspend the rules 
and proceed. With all the excitement I do not know whether we 
will ever get enough men here. Why can’t we get started? 

The CuarrMan. Without objection, we will proceed. 

General Bradley, vou may be seated wherever it is most convenient 
for you. 


STATEMENT OF GENERAL OF THE ARMY OMAR N. BRADLEY, 
CHAIRMAN, JOINT CHIEFS OF STAFF 


General Braptey. I have some maps here I would like to 
review first. 

The CuarrmMan. You made your formal statement before. 

General BrapLey. Yes, sir. You have that in the record. 

The CuarrMan. You are supposed to be here now more or less for 
cross-examination—not necessarily cross, but examination—on the 
testimony. 

(General Bradley's testimony was off the record.) 

The CuarrMan. All right; are there any other questions? 

General Arnold, come around. Thank you, General Bradley. 
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STATEMENT OF MAJ. GEN. WILLIAM H. ARNOLD, CHIEF, JOINT 
AMERICAN MILITARY MISSION FOR AID TO TURKEY (JAMMAT) 


General Arnotp. Mr. Chairman, I have a short prepared state- 
ment, and after that I would like to discuss informally my part of 
the world and answer any questions you gentlemen may care to put 
to me. 

{ deem it an honor and a pleasure to appear before you in order 
to refresh your memories on the progress of the military assistance 
aid programs in Greece, Turkey, and Iran. 

I am Maj. Gen. William H. Arnold, United States Army, and | 
have been Chief of our Military Mission in Turkey since August of 
1950. Although my major interests have been with the Turks, | 
nevertheless have kept myself informed as to our progress in Greece 
and Iran. 

I have been particularly pleased during the past year over the 
interest that Members of Congress have shown in these three countries 
Visits by several of your representatives have been most beneficial 
to those of us engaged in the military assistance program and I hope 
that the first-hand information gained has been of considerable benefit 
in your deliberations. 

Our task has been, and is, to strengthen the Armed Forces of 
Greece, Turkey, and Iran in order that they can continue to main- 
tain internal security and to deter aggression, and if there be aggres- 
sion, then to provide an effective defense. Our effort in this area is a 
sound military investment and has paid and will continue to pay 
appreciable dividends. 

The CHarrMan. You are going to have trouble getting Iran to do 
anything, aren’t you? | 

General ArNoLp. I want to talk about that later, if I may. 

The Cuarrman. All right. 


AID PROGRAMS FOR GREECE, TURKEY, AND IRAN 


General Arno.p. The limited amount of military assistance that 
has gone to Iran has provided some improvement in military capabili- 
ties, particularly in resourcefulness to maintain internal security 
The military aid programs in Greece and Turkey have been eminently 
successful. I doubt seriously if any Member of the Congress wii! 
disagree with me in that statement. 

In Greece our efforts in this field have made it possible for this 
small nation to defeat a major Communist attempt to secure contro! 
through military attacks and subversive threats, and in conclusion 
permitted a lawful regime to function. 

In Turkey our assistance has been decisive in bolstering the reso- 
lution of a stanch people to resist intimidation and coercion on tli 
part of the Soviets. 

The aid programs in Greece and Turkey had their inception at th 
height of communistic penetration in Greece in 1947. Since tha 
time, they have progressed steadily and surely in keeping with th 
common objective, maximum strength with minimum expenditur 
This task is simplified for us because the people with whom we «: 
are already imbued with a spirit—the will to retain freedom of thoug! 
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of expression and action—that is such an integral part of our own 
philosophy of democracy. 

Fighting side by side with United States troops and other United 
Nations forces in Korea, the Turkish brigade and the Greek battalion 
have made enviable records. Both units have been cited for gallantry 
in ‘action and otherwise have consistently distinguished themselves. 
Your approval of military aid for these people has been actually 
justified on the field of battle. They did not, have not, and will not 
let us down. With this record I submit that the American people 
can be proud of its contribution to these stanch allies and friends. 

Greece and Turkey occupy extremely strategic positions. The loss 
of Greece would provide the Soviets with an outlet to the Mediter- 
ranean Sea, threaten the flanks of both Turkey and Italy, expose the 
southern boundary of Yugoslavia and further unrest in the Middle 
East. Geography has placed Turkey in the most strategic position 
of any member of NATO on the Soviet periphery. She faces Bul- 
garia on the west, controls the vital straits and borders the Soviets 
for some 200 miles on the east. Turkey is NATO’s anchor on the 
south, a position that requires great strength. 

Both Turkey and Greece are poor when compared with other 
members of NATO. Luckily, this poorness applies only to material 
things, for both countries possess a priceless wealth in fortitude and 
stout-heartedness, spelled simply g-u-t-s. 


EQUIPMENT AND TRAINING OF GREECE AND TURKEY 


Our military programs have two major facets: Equipment and train- 


ing. In 4 years substantial amounts of military equipment have been 
delivered. “This embraces almost every type of fighting equipment, 
all designed to create armed strength as economically as possible. 
You will find that Turkish, Greek, and Iranian forces have no luxury 
items. They have not been mechanized beyond bare essentials, and 
reliance for defense of the country is based upon the equipment and 
weapons provided under the Mutual Security Program. These units 
of our allies have been tailored to fit the ground on which they will 
fight, 

In the formulation of our previous requests as well as this one, only 
essential items are included—those to fill in gaps, to replace things 
worn out, and to provide for a limited combat reserve principally of 
ammunition. 

[ am pleased with the progress we have made in training during 
the past year. An increasing dependency is being placed on Turk 
and Greek instructors in service schools, in order to basten the day 
when our advisers can be withdrawn. Our motto continues to be: 
Teach Turks and Greeks to teach Turks and Greeks. 

In Turkey during the past year American officers and men, organ- 
ized into ‘‘training teams,” have been placed with each major unit 
in the field. These men advise and instruct Turks on the troop level. 
This step was taken to increase the tempo of our training effort and 
again to hasten the day when American advisers would be required 
only in limited numbers. Due to these efforts in one field alone, 
maintenance of equipment has increased at least 100 percent in the 
last 6 months. I can tell you in all sincerity that these men are doing 
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an outstanding job. They live with-the Turks and have become 
their friends and welcome advisers. They are ambassadors in khaki 
and a credit to their country. 

The domination of this area by a strong unfriendly nation would 
permit the severance of the principal lines of communication between 
the east and west—the exploitation of the vital petroleum resources 
which lie to the south, the control of the eastern Mediterranean and 
the gateway to Africa with its vast resources. 

On the other hand, Turkey and Greece as independent democratic 
nations, dedicated to the maintenance of freedom, constitute invaluable 
assets to the free world. 

The maintenance of independence in the Near East area is of clea 
importance to the free world. In the face of constant Communist 
pressure and attempted subversion, these countries require modern 
and effective forces. This program consists of assistance designed to 
meet urgent military deficiencies. 

The funds being requested for military assistance for Greece and 
Turkey are needed, and I am firmly convinced that the America: 
taxpaver is making a sound investment. With respect to military 
assistance to other nations covered by title I] of the Mutual Security 
Act of 1951, I feel that we must retain the means as provided in the 
act to render limited military assistance as developing situations 
dictate. 

I am prepared to answer any questions you mav wish to ask as well 
as to explain in more detail such phases of our work as vou may desire 


NO CUT ADVOCATED IN AID TO GREECE AND TURKEY 


First I would like to comment very briefly on the question of a cut 
across the board, and I beseech vou gentlemen that if anv such cut 
IS contemplated, please examine the areas in the world and balance it 
as to where vou think the money is being best utilized for our common 
purposes. In other words, I certainly would not recommend that vou 
would consider Greece and Turkey in the same category with Franc: 
or Italy. It isa different kettle of fish. We have a different objective 
We have a different economy. We have a different level of civiliza- 
tion; we have evervthing that is different. The Greeks and Turks are 
expending more out of their national income on the defense budget 
with the exception of the United States, than any country in NATO 
or, so far as I know, any country in the world. They do not have 
industrial capacity to manufacture things in great quantity or, for 
example, to profit too much from the economic end of MSA, because 
MSA always requires the putting up of counterpart funds which must 
come from the counterpart of the country. 

I bring that up only that, if vou consider a cut, I earnestly beseech 
that vou look at the different titles before vou just simply put the ax 
to them. 

Senator HrcKENLOOPER. General Arnold, isn’t the question of 
where the cuts are applied under the theorv that has been discussed 
up to the so-called technical experts to determine, rather than Con 
cress? In other words, if a cut is applied, wouldn’t that be the 
responsibility of those charged with our national security to not make 
a mistake and cut Greece and Turkey unduly rather than to have 
the Congress do it? 
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General ArRNoLD. Sir, I have made that appeal both to the ones 
you speak of and I am now making the appeal to the committee. I am 
simply trying to button up on both sides. 

Senator HickKeENLooperR. It seemed to me to be the responsibility 
of the technicians rather than the responsibility of Congress to pick 
and choose exactly where cuts would be made. 

General ArNotp. | had no intention of requesting you to pick and 
choose as to items, but the bill is divided into titles, and I think you 
have to consider that when vou appropriate the money, as to how 
much goes to one title and how much to another title. That was my 
only point in bringing it out, sir. 

Senator GrorGce. Are there anv other questions? 

Senator HrckenLoorer. | had some other questions, but [ wanted 
some of the other members of the committee to ask theirs first 

Senator GREEN. I have no questions 

Senator GrorGe. Senator Sparkman? 


MILITARY AID AND MISSION TO IRA 


Senator SpARKMAN. General Arnold, | enjoved very much all vou 
had to Say, and I was one of that group that came over there, as several 
| here were, as you remember, and | know we were very much 
impressed with the work being done in both Greece and Turkey 
But vou include Iran here, and do not say very much about it. I 
wonder if you could give us a little more about what has actually been 
done in Iran. 

General AnNoup. In Iran there has been, | would say, an increas: 
in the effectiveness of the Iranian forces. That has not been as much 
as we would like to see, The Money that is be he requested how 
would not be expended unless an agreement was reached with the 
Iranian Government which would permit our aid. We feel it is so 
vital to have the means to step into that area if we can that it would 
he extremely foolish, in my mind, for us not to appropriate the small 
amount of money that is requested for that phase 

Senator SpaARKMAN. Do we have a military assistance advisor 
croup in Tran? 

General ARNOLD. Yes, sir. Ve have at the present time There 
has also been a United States Military Mission, called ARALISH, 
Iran since 1947. 

Senator SPARKMAN. Is it well received? 

General ARNOLD. It was under contract with the Persian Govern- 
ment, at their request, and they were in an advisory capacity to advise 
as to logistic matters and to advise in the conduct of schools in [ran 

At the same time there was another mission with the lranian 
Gendarmerie, called GENMISH, but the missions were separate. 
Each had its own head. Recently, under MDAP, we established an 
MIDAP mission, and the Chief of the MDAP mission is likewise the 
oe fof ARMISH. The ARMISH is still there. At the present time 

1 Iran there are cehamianiale 209 commissioned and noncommis- 
aan officers and civilian employees. ‘They remained there in this 
critical period we have now in the hope that something will break in 
the way of relationships between the present Persian Government and 
ourselves so we will be able to maintain this position. Our presence 
there 
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Senator HickENLooPER. Haven’t they asked us to remove those 
missions? 

General ArNoLpD. No, sir; they have not. They have simply not 
signed a formal contract to extend the contract mission, which is 
ARMISH, and they have not signed the agreement with the United 
States Government as required in the 1951 “Mutual Security Act. 

Senator SPARKMAN. In the absence of the Near East pact of some 
kind, are they likely to sign? 

General ARNowp. It is perfectly possible that they will sign. 

(Discussion was continued off the record.) 

General ARNOLD. Greece does not have the economy that Turkey 
has and there are no resources to speak of in Greece. In Greece you 
very definitely have to continue to provide funds for Greece long after 
you have built Turkey up to the point where you want to stop it. 

Senator HickKENLOoPER. General, what is the status of our military 
aid mission in Iran at the present time? Have our contracts or 
agreements expired and are our people just there waiting for the sign- 
ing of new ones? 

General ARNoLD. The Government has not signed the requirements 
of the Mutual Security Act. That takes care of the military aid. 
The ARMISH end of it—— 

Senator HickENLoopErR. The tenure during which they were there 
has now expired and it has not been renewed, so there is a hiatus 
there at the moment? 

General ARNOLD. On the ARMISH end of it it is being worked 
on a verbal agreement. 


ECONOMIC PROSPECTS OF GREECE AND TURKEY 


Senator HicKENLOoPER. You spoke of the Greeks. I have a high 
regard for the fighting qualities of the Greeks. I was there last 
summer, and all I saw was about a battalion when we were there, 
marching up the street. But you mentioned the matter of continued 
aid to the Greeks. Does anybody, any responsible individual, allege 
that the Greeks will ever be able to support themselves? 

General Arnovp. No, sir. So far as I know, I have never heard 
anyone make that remark, and I think none of us on earth would feel 
it would be other than utterly impossible. 

Senator HickENLooper. In other words, they just do not have 
the economic reserves to be a self-supporting nation. 

General ARNOLD. There are too many people in too small a place. 
It would require a miracle to ever be self-sustaining. 

Senator HickENLooPER. The possibilities of Turkey are much 
greater. 

General ArNo.Lp. Turkey can very definitely become self-sustain- 
ing, provided the size of the military forces is reduced in some future 
time to where they can take care of it. 

Senator HickeNLoorer. They have considerable raw materials in 
Turkey. 

General ArNoLpb. In Turkey chrome is produced in considerable 
quantity and shipped mostly here; there is for example 12,000 tons 
of copper produced annually, and their export surplus of wheat this 
year is considerable. 
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Senator HickeENLooper. They are increasing their agricultural 
potential by new methods. 

General ARNOLD. Yes, sir. There has been an increase of possibly 
30 percent. 

Senator HickeNLooperR. What effect has their new network of 
highways had on their general economy? 

General ARNoLp. It has had a tremendous effect. It is something 
that will take several years to get to the point where it will really 
affect the economy the way we would like to see it. 

Senator HickENLoopER. But it has enabled them to market more 
products. 

General ARNOLD. Yes, sir, and each year more. You find in a 
country like Turkey, where you have no communications, where a 
village might be 5 miles back from a road, there is no way of a man 
disposing of the wheat he might produce in excess of what he needs. 
If he does produce a surplus it just rots. They have made great 
strides and each year we hope to increase that. 

Two things, from an economic viewpoint, that will raise Turkey’s 
status are roads and schools. 


STANDARDIZATION OF ARMS 


Senator HicKENLoopEer. What is the status of the standardization 
of their military equipment now? I recall in July that that was one 
of the big complaints of the general or Chief of Staff there. 1 forget 
what his name was. 

Senator SPARKMAN. Particularly on the mortars. 

(Discussion was off the record.) 

Senator HickenLooper. Is it desirable that they standardize 
throughout so that all divisions have similar caliber weapons? 

General ArNoLp. Very definitely. For a war in which Turkey 
would participate, Turkey having no great back- up ability must 
depend on outside sources in order to keep her in action over an ex- 
tended period of time. We would stay in action in Turkey probably 
a year without too much assistance from the outside, but if we are 
going to make the proper use of Turkey and Turkey’s forces, then I 
think it would be to our great advantage to standardize on especially 
small arms and on the artillery pieces, which would require a relatively 
small amount of money. 

(Discussion was continued off the record.) 

Senator HickENLoopER. Do the British want to keep their equip- 
ment in there? 

General ARNOLD. No, sir; I don’t think so. 

Senator HicKENLOoPER. | assume they are willing to leave what is 
there there, but are they insisting that the Turks keep on using their 
equipment? 

General ARNOLD. No, not at all. Most of the eqispment we speak 
of, the British equipment, the Turks paid for. 1 think there has been 
very little given as a gift by the British to Turkey. 

Senator HickenLoorer. I mean from the standpoint of keeping 
the Turks dependent on the British for ammunition. 

General ARNOLD. It is an impossible situation, because in the case 
of trouble that would be a most difficult supply line to keep open from 
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Great Britain to Turkey. I should think the British facilities would 
be better employed in keeping their own forces supplied on the Con- 
tinent; and then, also, the British 25-pounder is no longer standard 


NATO artillery. 


The CuatrmMan. Mr. Wood, do you want 2 minutes? 


STATEMENT OF C. TYLER WOOD, ASSOCIATE DEPUTY DIRECTOR, 
MUTUAL SECURITY AGENCY 


Mr. Woop. If I might have 2 minutes, 1 would like to comment 
very briefly on the question of transferability that Senator Gillette 
raised and which is worrying him. I can readily understand how he, 
or anyone else, who merely looked at the bill, might be concerned 
about this question. [am also convinced that there is a thoroughly 
understandable explanation of the necessity for the kind of transfer 
authority which we are requesting. 


RANSFERABILITY BETWEEN ECONOMIC AND MILITARY AID 


There are two types of transfer authority requested in this bill. 
The first type is authority within a particular title to transfer funds 
as between the various purposes for which funds are authorized to be 
used in that title. For example, in title 1, which covers Europe, this 
bill would permit the transfer of 5 percent of the total funds authorized 
for title T from defense support to military end-item assistance or 
from military end-item assistance to defense support. 

The purpose of this particular intra-title transfer provision is 
perfectly clear. However, it seems to me to be a highly desirable 
provision, because it is hard to tell at this particular point whether a 
situation might later arise in which it would be more necessary to 
furnish military end items than defense support—for example, if 
indigenous military production in some country falls below our expec- 
tations—or to furnish additional defense support by the use of military 
end-item funds, at least to the extent of this 5 percent, if, as the year 
went on, it appeared that the possibilities for increasing their own 
production of equipment were greater than we had foreseen. 


TRANSFERABILITY TO INTERNATIONAL ORGANIZATIONS 


However, I believe that the thing that is worrying Senator Gillette 
is not this provision alone, but the further provision (Sec. 2 of the 
committee print) which makes it possible to make certain title I 
funds available to an association of nations. 

The purpose of this latter provision is to remove what might be 
construed as legal barriers to the support of the European defense 
force which is about to be formed. The law as it now stands makes 
it difficult for aid to be given except to individual countries, whereas 
it might well prove more efficient and more effective, to be able to give 
military assistance, and possibly also, defense support aid to the 
European army as an entity, rather than just to the individual 
countries concerned. 

The purpose of including this particular provision in the law is to 
make it abundantly clear that aid may be channeled directly to this 
entity if this course would further the purposes of mutual security. 
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I should point out that this proposed provision also specifically states 
that if this procedure were followed, it would be subject to the ap- 
plicable terms and conditions under which aid may now be given to 
an individual nation. 

Senator HickeNLoorrer. May that not be a situation where we 
could wait until they actually do make that unification over there, 
and then have Congress authorize the transfer of funds? 

Mr. Woop. The problem, Senator, is that the Congress may not 
be in session. 

Senator HickenLoorrr. I think there is little doubt of that. 

Mr. Woop. The aid, if it were furnished directly to the European 
defense community, would be given for the same purposes as if 1 
were supplied to individual European nations, namely, to build up 
these forces. It would merely be in a different form. 

It is also conceivable, but not likely, as Senator Gillette mentioned, 
that it might prove to be in our interest to be able to give aid to the 
Schuman plan organization. 

Senator Green. Does the bill say it shall be used for the same 
purposes or in the same form? You say it will be. Is there anything 
in the bill that limits it to that? 

Mr. Woop. The bill contains statements of purposes, and obviously 
aid could not be used in any form which is inconsistent with the 
statement of purposes. 

Senator Grnen. No, but it might be another form of purpose. 

Mr. Woop. It specifically states, Senator Green 
Transfers of funds pursuant to the applicable terms and conditions of the Mutual 
Defense Assistance Act of 1949 as amended and the Economic Cooperation Act 
of 1948 as amended 
so all the applicable terms and conditions and purposes of this bill 
are made applicable to any such action. 

Senator SparKMAN. Mr. Wood, earlier, when this first came up, I 
suggested an amendment to insert, in line 19, where it now provides 
that it has to be made to a group of such nations which the President 
determines make a significant contribution toward political federation, 
and so forth, and I suggested adding these words, so as to read: 

. makes a significant contribution to the security of the | 

through political federation, military integration 

and so forth, so as to tie the security of the United States definitely 
into the objective. 

Mr. Woop. On the whole, Senator Sparkman, our feeling was that 
this intention is so clearly set forth earlier in the paragraph that it is 
clearly understood, 

Senator SPARKMAN. It would be redundant? 

Mr. Woop. It is redundant there. 

Senator Green. When I asked the Secretary of State whether the 
Council of Europe would come within that group he said “No.” 

Mr. Woop. I think he said, Senator Green—I heard him testify, 
although possibly not in this committee—that he saw no present 
possibility that o would be needed by, or should be made available 
to the Council of Europe. Technically, as I read the provision, it 
would make the oe r of assistants to the Council of Parone possible, 
but I know of no plan, nor can I personally foresee any possibility 
that that would be done. 
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Senator Green. I was using that as an illustration. 

Mr. Woop. I do not see how the Council of Europe would need aid 
funds nor is it likely that the Schuman plan would, though it is con- 
ceivable that aid to stimulate increases in steel production or coal 
production through the Schuman plan organization might obtain 
greater defense build-up in certain instances than if made available 
directly to individual countries. 


TRANSFERABILITY BETWEEN TITLES 


Now the other form of transfer is a transfer between titles, not within 
titles; for example, a transfer from Western Europe, (title 1), to the 
Far East (title 111). The bill provides 10 percent may be transferred 
from any one title to any other title, but with this important difference 
as compared with the authority to make intratitle transfers, namely, 
that the funds transferred must be used for the same purpose. In 
other words, you could transfer military aid funds from Western 
Europe to be used for military-aid purposes in the Far East, or vice 
versa, but you could not transfer military-aid funds from Western 
Europe and use these funds for defense support or economic aid pur- 
poses in the Far East. 

There is, it seems to me, a sound reason for having this authority to 
transfer funds between titles. While it is, as General Bradley stated, 
necessary to have the funds requested if we are to get the military 
build-up planned in Western Europe, nevertheless we have an enemy 
that might move on many different fronts. If something broke loose in 
the Near East or in the Far East and there was an actual flare-up of 
very serious fighting, while it would be serious to transfer military 
end-item funds from Western Europe to deal with such a situation and 
would decrease the arms available for the defense of Western Europe, 
nevertheless it might be even more important to have those funds 
available, or the equipment available, to throw into the place where 
the lid had blown off. That is the reason for requesting this second 
type of transfer—the transfer between titles. 

The CuarrMan. All right. Thank you very much. 

Here is something that ought to go into the record. Senator Lodge 
asked some questions the other day and wanted the answers to them. 
They are here. 

(The material referred to has been placed in the record at the 
conclusion of the testimony of Gen. Alfred M. Gruenther on March 24 
1952.) 

The Cuarrman. Thank you very much, gentlemen. The committee 
will stand adjourned. 

(Whereupon, at 12:50 p. the hearing was adjourned, to recon- 
vene on the following day, 7 pads April 1, 1952, at 10 a. m.) 
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TUESDAY, APRIL 1, 1952 


Unirep States SENATE, 
CoMMITTEE ON ForEIGN RELATIONS, 
Washington, D. CU. 
EXECUTIVE SESSION 


The committee met, pursuant to adjournment on Monday, March 
31, 1952, in the committee hearing room, United States Capitol, at 
10 a. m., Senator Theodore Francis Green (acting chairman) presiding. 

Present: Senators Green (acting chairman), Fulbright, Sparkman, 
Gillette, Wiley, Smith of New Jersey, and Tobey. 

Present of committee staff: Dr. Wilcox, Mr. Marcy, Mr. Holt. 

Also present: John M. Allison, Assistant Secretary of State for 
Far Eastern Affairs, Department of State; Samuel Efron, Depart- 
ment of Defense; John Pierson, Mutual Security Agency; Samuel T. 
Parelman, Department of State; Arthur V. Gardiner, Department of 
State; Jonathan Bingham, Acting Administrator, Technical Coopera- 
tion Administration. 

Senator Green. Will you go ahead, Mr. Wood? 


TESTIMONY OF C. TYLER WOOD, ASSOCIATE DEPUTY DIREC- 
TOR, MUTUAL SECURITY ADMINISTRATION; GEN. GEORGE 
OLMSTED, DIRECTOR OF OFFICE OF MUTUAL SECURITY ASSIST- 
ANCE, DEPARTMENT OF DEFENSE; AND HARLAN CLEVE- 
LAND, ASSISTANT DIRECTOR FOR EUROPE, MUTUAL SECURITY 
AGENCY 


Mr. Woon. Yes, sir. 

Mr. Chairman, as you recall, we covered the details of both the 
military end-item and defense-support programs in Western Europe 
in Our previous session. 


“DEFENSE SUPPORT’ CONCEPT 


Senator Green. Are you using the expression ‘‘defense’? now in 
the same sense as you used “economic” heretofore—military and 
economic? 

Mr. Woop. We are using the term ‘defense support” in Western 
Europe, Senator Green, to indicate the type of assistance which we 
are providing to Western Europe which is not in the form of military 
end items. 

Senator GREEN. Then it means nonmilitary. 

Mr. Woop. It means nonmilitary assistance in the sense that it 
does not consist of military end items. 

561 
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Senator GRrreEN. I think the word ‘‘defense”’ is unfortunate, because 
it includes “‘military.’’ Can’t you get some other word? 

Mr. Woop. Well, sir, we thought long and hard on this subject 
and it seemed to us the most descriptive word for the kind of assistance: 
we in fact propose to furnish. The term “defense support’? seemed 
the most appropriate one to describe assistance which takes in the 
form of commodities which do support the defense effort. 

In view of the fact that there has been so much discussion, and 
some misunderstanding about the term “defense support,’’ we hav 
prepared a careful statement on the subject which, if the committe 
pleases, we would like to submit for the record. 

Senator GREEN. Wouldn’t this be a good place to put it in? 

Mr. Woop. I should think so. 

Senator GREEN. We might have it read, if you do not mind. 

Mr. Woop. It is about 3 pages. Shall I read it now? 

Senator Witey. I do not think it is necessary. 

Mr. Woop. I think it has been pretty well covered in the testimony. 

Senator GREEN. It can be put in the record at this point. 

(Statement on defense support is as follows:) 


STATEMENT ON DEFENSE SUPPORT 


Defense support consists of raw materials, equipment, and commodities whic! 
the European countries must import in order to expand their total productior 
to the degree necessary to carry out their agreed military programs. The various 
commodities supplied under the defense-support program all contribute, directly 
or indirectly, to a strengthening of the European military effort. Defense support 
is necessary not only to realize the defense production targets but also to increas‘ 
European defense expenditures in other vital categories. The $14 billion NATO 
military program for which defense support is required consists of $7 billion for 
troop mobilization, training, clothing, and subsistence. Defense producti 
accounts for over $3.5 billion; the balance is made up by military constructio 
and other defense costs. (See table I. 

The form of our assistance under the defense-support program is the same as 
economic aid administered under she Marshall plan. In both cases we provid 
dollars to permit the procurement of specific commodities which the Europea 
need and which can only be bought for dollars. In both cases, these commoditi 
are needed to increase the level of production in the Kuropean countries. W: 
are also using the same techniques, because experience under the Marshall pla: 
has taught us that they are the best way to make certain that the resources whi 
we provide are used effectively. However, we have given the name ‘‘defe1 
support” to the program to emphasize the fact that it achieves an entirely differe: 
purpose from that of the Marshall plan. Under the Marshall plan, our econom 
aid assisted the economic recovery of the I] uropean countries. Under the Mutu 
Security Program, our defense support assists the European governments to carry 
out expanded defense efforts. 

Under the Marshall plan and, today, under the Mutual Security Program, t} 
basic KE lropean problem is the level of production. In the immediate postwa 
period, total production was inadequate to meet the essential civilian needs 
the European population. The primary objective of the Marshall plan w: 
therefore, to raise European production to a point which would provide adequa 
levels of consumption and investment without extraordinary foreign assistat 
This task was largely accomplished under the ERP. lowever, current product 
levels, while sufficient to meet the essential civilian needs of Europe, cannot su 
port the greatly expanded military requirements as well. While our object 
under the MSP is to increase Kurope’s defensive strength, it can only be accom 

hed by a further expansion in total production. The increased productior 
instead of being directed primarily into civilian consumption and investment 
is now directed primarily toward a higher military program. 


Here, in more detail, is how the defense-support program increases the Europea 
defense effort. All the commodities which MSA supplies make an important 
‘ontribution to the European defense effort, some directly and some in a mor 
roundabout way. Some of the commodities which we provide are in the forn 
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t 
manufacture of goods for military use (both hardware and soft goods) in Europe. 
Other commodities go into defense-supporting industries, such as steel, trans- 
portation, and power. It is essential that the productive base of the economy 
be expanded at a greater rate than direct defense production. Since European 
producers contribute their labor, manufacturing plant, and some of the raw 
materials and machine tools, the value of the finished output is several times 
that of the commodities we supply. On the average, our commodity assistance 
makes possible a four- or five-fold increase in total European production Part 
of this increase in the European productive base (in the value of Europe’s gross 
ational product) is absorbed by 

a) additional capital investment to keep pace with the increase 

production; and 
(b) increased consumption, largely on the part of previously unemployed 
or underemployed workers. 

Most of the increase on the European GNP, however, is devoted to an expanded 
military program. A large part of the increase takes place in military produc- 
tion, although there are also substantial increases in troop mobilization and train- 
ing and military construction as a result of the increased resources made possible 
through defense support. 

The above description has been made in terms of productio1 The opposite 
side of the same coin is the question of incomes or revenues. This side of the 
coin also helps to explain how the European defense effort is higher because of 
our defense support. At a higher level of production (GNP), European govern- 
ments can collect more taxes because incomes are higher. With higher produe- 
tion, it is also possible to borrow more from private savings. Finally, the counter- 
part of our defense support is made directly available to the European govern- 
ments. With these three sources of additional revenue—taxes, borrowing, and 
counterpart—European governments can expand their defense budgets 

This process may seem complicated, but there is really nothing mysterious 


about how it works. In fact, we have had exactly the same experience 


\} Ii 


in the United States. The key to the military strength of the United Stat 


of raw materials, machine tools, and equipment which are used directly for the 


he enormous productive potential of our economy. Our experience in 
war, and again today, has shown clearly that a larger military program can 01 
be supported by a larger productive base. Because our GNP will have expanded 
by more than 35 percent over fiscal 1950, we are able to plan military expenditures 
of $62 billion in fiscal 1953 in comparison with $12.8 billion in fiseal 1950. Wit! 
a larger production base, this greatly increased military program can be carried 
out with only partial mobilization and without damage to living standards. hh 
Europe, of course, standards of living are much lower tha | 
choice between ‘‘guns’’ and “butter” is more acute. 

A small part of the commodities we provide go more or Jess directly into 


= il 
consumption. The clearest example is, of course, wheat lour and bread. 


| 
Cl 
These commodities also make an essential, although ind contribution to 


© European defense program. European laborers must eat if they are to work, 
and European soldiers must eat if they are to fight. If there is not enough food 


t 


available to meet these needs, some labor would have to be diverted from essential 


ictivities to produce more food, or to produce more goods for export to pay for 
food imports. In either event, there would be less milita 
some cases, therefore, it pavs us in strictly military terms 
and let the E iropeans provide the soldiers and guns. 
MSA has done a careful analvsis of the economic impact of all of the com- 


L Ul 
. 


modity assistance which we provide on the defense capabilities of NATO countries 
This study shows that, on the average, a dollar of defense support makes possibl 
a $2.40 increase in European defense expenditures. This takes into account 


I 


both the direct and indirect contributions to the European defense effort made 


possible by our aid. Table I shows estimated European defense expenditures 
with and without defense support in 1953. 
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TaBLe I.—Defense expenditures of 8 European NATO countries! and German 
by NATO category, fiscal year 1952, fiscal year 1958 without defense suppor! 
fiscal year 1953 with defense support 


[In billions of dollars] 
ieee tnadibaiiaaeaas 
Fiscal year 1953 
Fiscal year | _ Ra ie ite 
1952 With Without 
| defense defense 
| support support 


sn OR is mcichmintaod asian ee 3,117 3, 589 


. Major procurement and production costs.._.......--- : 2,012 3, 596 


(a) Aircraft eee 503.7 
(5) Artillery - - --- ‘tide ian | 142 232. ‘ 
(c) Combat vehicles - - - eee , 160. 4 279.3 
(d) Ammunition and explosives . : 283. 6 434 
(e) Electronics and communications - - 130 242 
({) Weapons and small arms 41.5 | 103. 
(g) Engineering and military railroad equipment : : 87.; 129. 
(hk) Transport and noncombat vehicles ae 280 765 
(i) Ships and harbor craft : wee 383.0 | 490. § 


. Military and other construction ‘i = . 737 1, 180 
. Other operating costs 2, 662 3, 262 
. Other defense expenditures 2, 455 2 


»o2e 


Ti ces out ———s . ad —_— 10,983 | 13, 949 


1 Belgium-Luxemburg, Denmark, France, Italy, Netherlands, Norway, Portugal, United Kingdom. 
MULTIPLIER EFFECT OF ‘“‘DEFENSE SUPPORT” 


Mr. Woop. While we are on the subject of defense support, I might 
mention that I also have some other material that may be of value in 
the record. It consists of some selected examples of the multiplier 
effect of United States defense support on European production. 
They are specific examples taken from actual experience. They show 
the types of goods that were financed with defense support, where 
these goods went, the amount of defense production, or of production 
supporting the defense effort which these goods made possible, and the 
multiplier. If the committee pleases, I would like to submit this 
material for the record. 

Senator GREEN. Give us a sample, will you? 

Mr. Woop. Yes. 

Let me read just one example at random. In France, approxi- 
mately 2,000,000 tons of coking fines imported from the United 
States in the past 12 months went directly to the French steel industry, 
where otherwise plant capacity and labor would have remained partly 
unused. The cost of the coking fines, including freight, was approxi- 
mately $50 million, most of the financing coming from MSA. The 
resulting production of steel, approximately 1.5 million tons, is worth 
about $150 million. The multiplier is therefore 3 to 1. With this 
amount of steel, about one-eighth of total French output, France 
could cover the entire requirement for steel in military matériel pro- 
duction of last year. (Incidentally, the counterpart funds accruing 
from the shipment of the coking fines, about 17 billion francs, are 
used to support French defense expenditure. This amount of French 
frances would buy 13,000 French-made jeeps or 12 million rounds of 
20-millimeter antiaircraft ammunition.) 

It is that sort of thing. 





rman, 
uppor! 


ithout 
efense 
ipport 


3, 023 
1, 959 
14s 
107 
133 


2] 


61.4 
380 


ght 
le in 


plier 
tion. 
how 
here 
tion 
| the 
this 


MUTUAL SECURITY ACT OF 1952 565 


Senator Green. And you have given other illustrations? 

Mr. Woop. We have given other illustrations, yes, sir; and, if I 
might, I would like to submit them for the record. 

Senator Green. You may. 

(Document entitled “Selected Examples of the Multiplier Effect of 


United States Defense Support on European Production’ is as 
follows:) 


EXAMPLES OF THE MULTIPLIER EFFEcT OF UNITED STATES DEFENSE SUPPORT 
ON EUROPEAN PRODUCTION 


Defense support has a multiplied effect on the economic base in Europe, and 
thereby makes possible an increase in the European defense effort of several 
times the amount of defense support. The commodities and equipment which 
the United States supplies are critical items which are essential to the production 
process and which the Europeans cannot pay for with their own earnings of foreign 
exchange. These materials and equipment are combined with domestic materials, 
industrial plant, and labor; the end product is always a multiple of the value of 
the resources which we provide. 

1. In the Netherlands, the contribution of $1 million worth of essential Ameri- 
can-made parts has made possible the production of 25 electric locomotives of 
United States design. These locomotives, now being completed by Heemafin 
Hengelo and Werkspoor in Auilen, have a total value of $5.3 million. The multi- 
plier in this case is 5.3 to 1. And, as in all of the examples given here, the final, 
real addition to national income and to the defense effort, is actually much greater 
but impossible to measure, for these locomotives will be used to help speed delivery 
of vitally needed coal from southeast Holland to industrial centers in the western 
part of the country. 

2. In France, approximately 2 million tons of coking fines imported from the 
United States in the past 12 months went directly to the French steel industry, 
where otherwise plant capacity and labor would have remained partly unused. 
The cost of the coking fines including freight was approximately $50 million, most 
of the financing coming from MSA. The resulting production of steel, approxi- 
mately 1.5 million tons, is worth about $150 million. The multiplier is therefore 
3to1. With this amount of steel, about one-eighth of total French output, France 
could cover the entire requirement for steel in military matériel production of 
last year. (Incidentally the counterpart funds accruing from the shipment of the 
coking fines, about 17 billion franes, are used to support French defense expendi- 
ture. This amount of French francs would buy 13,000 French-made jeeps or 12 
million rounds of 20-millimeter anti-aircraft ammunition.) 

3. Again in France, United States aid in the form of $250,000 worth of hybrid 
seed corn last year greatly improved French corn production, with an estimated 
net gain in yield of 25 percent or 25,000 metric tons. The net gain in this case is 
worth approximately $2 million, so that the multiplier is 8 to 1. If this corn had 
not been produced in France, it would have had to be imported in order to make 
possible the maintenance of livestock production. The necessary foreign exchange 
to pay for these imports would have been diverted from other important uses, 
including defense uses; alternatively, France would have had to export more, but 
again at the expense of domestic defense production. This is an example of the 
way in which American aid in forms which seem unconnected with defense, can 
indirectly benefit the cause of military preparation. 

4. In Norway, the Sydvaranger iron mine, located in the northern part of the 
country, was completely destroyed by the Germans during the war. United 
States support has been provided to place this mine in operating condition. As of 
January 1952, about $2 million in machinery and equipment had been delivered, 
thereby assuring during calendar year 1952 production of approximately 500,000 
tons of iron ore concentrate, valued at about $7.5 million. ‘The multiplier in this 
case is about 3.7 to 1. 

5. From Norway too, comes a very striking example of a small American 
contribution yielding a very large defense dividend: De Norkiske Fabrik, A/S, is 
receiving approximately $30,000 worth of equipment for the construction of a 
fat-splitting glycerine plant. The annual output of glycerine is expected to be 
about 500 tons, valued at over half a million dollars, and the entire production is 
earmarked for the Norwegian explosives industry. The multiplier in this case is 
more than 15 to 1. 





566 MUTUAL SECURITY ACT OF 1952 


6. In Italy, the munitions industry, just now regaming a substantial level of 
output after years of inactivity, depends heavily on the materials provided under 
the United States defense support program. For each million dollars of output 
the industry requires direetly the following United States imports: $60,000 i: 
copper, $35,000 in cotton linters, $15,000 in toluene and explosive materials, and 
$25,000 in coal~—a total requirement of $125,000. The multiplier of this aid 
8 to l. 

7. In Denmark, the United States supplied equipment at a cost of $16,500 for 
a poultry dressing plant. This machinery created capacity to permit tripling of 
output of quick-frozen poultry, from about $570,000 to $1,500,000, so that the 
multiplier for our aid is more than 60 to 1. Of course, in this instance, not only 
machinery, but American productive know-how was responsible for the extraor 
dinary results. It is interesting to note that of the output of this plant, about 
$200,000 a year is exported for use by the United States Air Force in the United 
Kingdom. 

8. One further example, this time from the United Kingdom. The Rolls 
Royee and De Haviland companies produce Ghost and Avon jet engines for 
aircraft. Before 1950, Rolls Royce produced 80 engines a month, De Haviland 
produced 35. To make possible the expansion of aircraft production under the 
large-scale British rearmament program, the United States supplied 61 machine 
tools valued at $1,540,000 for Rolls Royce and 27 machine tools valued at $680,000 
for De Haviland. Production at Rolls Royce rose to 180 engines a month and at 
De Haviland to 55. A little over $2 million in equipment provided through 
defense support is helping to produce approximately $60 million worth of addi 
tional jet engines a year in these two factories. 

Some of these examples, and many more that could be cited, represent direct 
production of munitions. Others are examples of production increases which, 
in one way or another, enable our NATO partners to increase total output; 
with a larger output and a broader economic base. these countries can undertake 
further increases in their defense efforts. The increases in output made possible 
by defense support also have effects which extend far beyond the direct increases 
in physical production. Increased production in a primary industry makes 
possible increased production in other industries dependent on its output. For 
example, improved mining machinery not only results in a multiple expansion of 
coal and iron ore production; it also increases the output of steel and metal 
fabricating industries as well. Where the transportation svstem is a bottleneck, 
improvements will make possible increased or more efficient production in a whole 
host of industries. Workers with more adequate food consumption become mor 
productive. And more employment (in countries with unused labor like Italy 
and Germany) also helps combat Communist propaganda which alleges that 
European governments are unable to put all of the employable people to work 
All these effects are additional to the kind of direct production ine i ases described 
above. The importation of dollar goods under the United States defense support 
program, therefore, actually is ‘‘multiplied” in many ways that cannot be measured 
by arithmetic. 


Mr. Woop. Now, General Bradley, if you will reeall, in a discussion 
of the financial and production aspects of the military end item pro- 
gram and in answer to certain questions about the unexpended bal- 
ances and the unobligated balances yesterday promised the committee 
that General Olmsted would give more details on this subject to the 
committee. General Olmsted, as General Bradley said, has some 
charts which will clarify this situation, and I believe, Mr. Chairman, 
that he can discuss them in about 5 minutes. 

General Olmsted is prepared, if you wish, to show you those charts 
now before we go on to the southeast Asia area. 

Senator Green. I think the thing that needs clarification most is 
the terminology used. That is the principal trouble. 

Mr. Woop. | think General Olmsted’s discussion would serve to 
clarify the terminology as well as the figures, and I would therefore 
suggest, be fore we proceed to a consideration of southeast Asia, that 
General Olmsted be asked to go into this subject briefly. 

Senator Green. Have you finished with this? 
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Mr. Woop. We have finished with our presentation on title I and 
our presentation on military assistance for Greece, Turkey, and Iran. 
Therefore, as soon as General Olmsted finishes the special presentation 
which General Bradley promised he would give, we would then pro- 
pose to go on to the Far East. 

Senator Green. Very well. Will you kindly proceed? 


FUNDS ALLOCATED TO DEFENSE DEPARTMENT FOR MILITARY ASSISTANCE 


General Otmstrep. I feel the chairman’s point is very well 
taken about the necessity for clear understanding of the use of the 
terms that are used in the fiscal elements of the executive branch. 
This chart and the next one, which can be made a part of the record 
if you so desire, show in the blue line here the allocations to the Defense 
Department. That means when the money is made available from 
the Director for Mutual Security to the Department of Defense. 

Starting at the beginning of the program, this shows how that 
money has been made available to date, indicating that just under 
$10 billion from the beginning of the program to date has been released 
to the Department of Defense. 

Senator Green. If lmay make the suggestion, will you state, before 
proceeding, first the authorization and then the appropriation, and 
so forth? That all precedes where you are beginning. 

General Outmsrep. That is right, s 

If | might take last vear as an Saale the authorization hearings 
were conducted during May, June, and | think the authorization 
decision was made in July. That authorized certain ceilings or certain 
limits of the funds under certain established procedures in the law as 
then passed. Then the hearings started in the Appropriations Com- 
mittees for the two Houses, and ran through August and September. 
So that the appropriations were finalized and were made in October 
of 1951 for the fiscal vear of 1952 

Prior to the appropriation there were monthly decisions or actions 
taken by both Houses authorizing a temporary release of funds, and 
and on this chart you will see from the ist of July until the time the 
appropriation was made there were three successive months of interim 
authorizations, or interim appropri: itions, funds the services were 
authorized to proceed with during that pe riod pending a final appro- 
priation. That, you can see from the chart authorized the services 
to use something around $2 billion plus, pending the final appropria- 
tion that was made in October. 

When that appropriation was finally made 

Senator GreEN. Now you can begin with the chart. You started 
with the allocation, as you call it. Now we have got as far as the 
appropriation. 

General Oumsrep. Yes, sir. After the appropriation was made, 
before that money was released to the Department of Defense, it was 
necessary for the Department of Defense to present to the Bureau of 
the Budget through Mr. Harriman’s office refined programs, programs 
by country, by service, by end items, those programs being the basis 
or the justification for the release of this money to the Defense Depart- 
ment. 

You will see at this point in the chart that there was a period during 
which no additional funds were released to the Defense Department. 
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Senator Green. What do you mean by “released’’—allocation? 

General O_msTEp. Allocations, 

Senator GreeEN. If you would only use the same term throughout 
it would be much simpler. 

General O_mstep. Allocations means released from the Director fo, 
Mutual Security to the Defense Department. 

Senator Green. Then let’s call it allocations. 

General O_mstep. All right. 

You will see there is a period im here when allocations were not 
made. This is the period during which the programs were being re- 
fined. We were going back to the missions in the respective countries 
and telling them, ‘‘Now you are not going to get the amount of money 
that was asked. You are going to get so much less. Therefore, take 
your program and eliminate the items that you regard as having the 
lowest priority.”’ 

That is not a simple process, because when you take off, let us say, 
a piece of artillery, there are many ancillary items that go with it 
fire control, prime movers (something to make it move), ammunition 
that is computed in terms of numbers of rounds per weapon, and so 
forth. And so it is about a 3 months’ task to refine those programs 
and get them back here and present them to the Director for Mutual 
Security. 

Then you can see at that point there was a further release of funds. 

Senator Green. Allocation, do you mean? 

General Otmsrep. Allocation; pardon me. 

Senator GREEN. Excuse my interruption. Iam not unduly critical. 
The reason for this confusion which has been created, I must say, by 
the executive departments, or some of them, is that vou use different 
terms for the same idea, and then the same term for different ideas, 
and those of us who are on the outside can’t follow you readily, if at all. 

General Otmsrep. Yes, sir. I’m sorry. I will try to stick specifi- 
cally now to these words, and not try to amplify them once I give you 
the definition. 

So vou will see that there has been a further allocation of funds here 
to the Defense Department, and there is still about this much more to 
come. There was an allocation of about $1.1 billion in February, 
and there is still to be allocated about $800 million, which is he.d 
pending a finalization of the remainder of the program. 


OBLIGATION OF FUNDS BY DEFENSE DEPARTMENT 


The red line is the obligations line. 

Now, if I may define that term ‘“‘obligations’’—obligations to us 
means a finalized contract, a signed contract. The preliminary 
negotiations even up to a letter of commitment, or a letter of intent, 
are not, under our limitations, regarded as an obligation. It is only 
when the contract is signed that we can call it an obligation or that 
we can say our funds have been obligated. 

Senator GREEN. You mean by a “letter of commitment” the same 
thing as a “letter of intent’’? 

General OLmstEpb. Yes, sir. 

Senator Green. And you do not regard a commitment as anything 
definite? 
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General Otmsrep. Well, Senator, perhaps I should say it this way: 
We regard it as something definite, and so does the supplier who is 
receiving the letter, but under the fiscal procedures of the executive 
branch we cannot call it an obligation. 

Senator GREEN. Yes. 

General O_tmsrep. Only a finalized contract is an obligation. 

Senator GREEN. A commitment is not a finalized contract? You 
make a distinction? 

General O_tmstep. That’s right. 

Now you will see, as you follow this obligations curve, that at the 
end of the fiscal year 1950, and again at the end of fiscal year 1951, 
substantially all of the allocated funds were under obligation or under 
contract. 

Senator GREEN. Do you mean the same thing, “obligation” or 
“contract”? 

General OtmsteEp. Yes, sir. 

Now we are having the same pattern in fiscal 1952, where there is 
a period in which the obligations curve lags behind the allocations 
curve. As Mr. Lovett testified, and as all of our service procurement 
people assure us, the obligation curve will meet the allocations curve 
with the exception of three to four hundred million dollars by the end 
of this fiscal year. During the time that these funds are uncertain in 
amount, which is this period, and the time when these programs are 
being refined, the procurement elements of the services are reluctant to 
vo out and make firm contracts or obligations. They are reluctant 
because they do not know the quantities. In some instances the item 
might be entirely removed from the program. And so it is not until 
we get to about this time of fiscal 1952 that we could give our procure- 
ment elements in the services the green light, and I might add the 
whip, and tell them to get out now and get busy and get those con- 
tracts finalized. 

Our obligations curve, as Mr. Lovett testified, will reach about 
$11.5 billion by the end of the fiscal year. There are those who 
question, perhaps, whether or not these obligations can be finalized as 
rapidly as this curve indicates, and I can simply say to you that we 
had the same questions back here last year and it was actually done, 
and in my judgment this will be done this year. 

Now, the third element—pardon me; was there a question about 
that? 

PRESSURE FOR OBLIGATION BY END OF FISCAL YEAR 


Senator GREEN. Not a question about what you said, but a ques- 
tion. Suppose they are not. What happens if they are not finally 
obligated? 

General O_mstep. Then we will ask that they be extended, and 
that will be up to the will of the Congress whether they be extended or 
not. 

Senator Green. Is there danger that they hurry to get them 
obligated in order to avoid that coming to Congress? In other words, 
we will say “We have only got 2 weeks left. Now hurry up, hurry 
up. Get something aside and definitely obligated.’ Is there a 
danger of that? 

General Otmstrep. Senator, I would be less than frank to say that 
there is no danger. However, there are certain safeguards that we 
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believe are ample. First, the screening at the country level as to 
what they want; second, the fact that we are buying for MDAP th 
same items that we are buying for our own services. There isn’t 
matter here of buying the type of item with which we are unfamiliar 
Third, the laws on procurement and the regulations on procureme nt 
are very stringent, and so the procurement officers have very wel 
defined limitations within which they must work. And finally ther: 
is the renegotiation aspect of these contracts, so that if any of them 
should be made for prices that allow more than the agreed margin o! 
profit, there can be a recapture back into the Treasury for the excess 
that was provided for in the contract. 

Senator Green. There is just one additional fact T think you might 
like to put on the record, and that is that the fact of the possibility Ol 
renegotiation does not prevent your stating that that sum of money is 
already obligated, does it? 

General OLMstEep. No; it does not. 


EXPENDITURES OF FUNDS BY DEFENSE DEPARTMENT 


Now, the third element in our fiscal picture is the green line, which 
the expenditure line. Expenditure is the actual payment of money 
from the Treasury to the supplier who has delivered the item. The 
expenditure is not made until the item is delivered, so we might say 
to all intents and purposes that deliveries and expenditures go alon; 
hand in hand. 

Senator Green. Do you mean that no payment is ever made on 
account? 

General Outmstrep. Not substantially in the MDAP_ business, 
Senator. In the services’ own procurement for their own account, 
ves, but because we are a minor portion of a line already running, th: 
advance payments that might be made are not great in amount. 

Now, that is more than offset on the average by the lag in accounting 
for expenditures after the expenditure has been made. If I might 
explain that, the item is delivered. Payment is made to the supplier 
but it may be 30, 60, sometimes even 90 days before the accounting 
comes through from the field office and through the Comptroller's 
office here, until it shows up as an expenditure actually made. 

| would like to point out two or three things about this chart as a 
whole. First, as | have mentione d. vour ob ligations cateh up at the 
end of the fiseal year with your allocation of funds to the Defens 
Department. We believe that that will happen again this year, that 
there will be substantially no unobligated funds at the end of the 
fiscal year excepting that small amount held back for engineering 
and contract changes. 

The expenditure curve you see at that point, which is the end of 
fiscal 1951, is about 15 months behind the allocation or availability of 
money. At this pont it lags by almost the same amount. This is as 
of today. The expenditures which our services estimate, and which 
were incorporated in Mr. Lovett’s testimony, will total just under $12 
billion by the end of fiscal 1953. At that point the lag between the 
availability of money, allocations, and the spending of that money 
will be reduced to about a 12 months’ lag. 

As you all know, there are some uncertain factors in this forecast 
of expenditures. One is the possible intervention of higher priority 
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need, such as an outbreak of the shooting war on a larger scale 
Korea. Another uncertain factor is the flow of goods from the pro- 
duction line, over which we in our element of the business have no 
control over. But this is our procurement people’s, our services 
people’s, best estimate of the trend of expenditures. 


EFFECT OF A CUT ON PRODUCTION DELIVERIES 


Another thing I would like to point out is that if this requested 
appropriation for 1953 is reduced, as the slope of this line is reduced 
it will tend to reduce the slope of that line, because the desire of our 
procurement people is to keep these production lines flowing. Rather 
than run out of money at this point, which we would be doing were 
there no appropriation at all, it would be better to slow down the 
deliveries or the expenditures during fiscal 1953, so that we would have 
a continuity of production, so we would preserve our industrial base 
for rearmament and not force these factories to reconvert to the 
civilian economy. 

Senator Green. Will you kindly explain why your remarks are 
not applicable to deliveries or than to production? 

General OLMsTED. Well, Senator, as I said, this expenditure curve 
is substantially the de livery curve. Some times, deliveries run a little 
ahead of expenditures, which is an accounting problem; sometimes 
deliveries run a little behind. 

Senator Green. I am not speaking of deliveries and expenditures; 
I am speaking of deliveries and production. You said by retarding 
this you would have more even production, and didn’t you mean more 
even delivery? 

Senator Witey. Probabiy both. 

Senator Green. I don’t know which he means. 

General Otmsrep. If this volume of contracts is reduced it means 
that these manufacturers will run out of business at the time that 
their contracts run out. Now, because we do not want them to run 
out of business and reconvert from military production to civilian 
production, we will ask them to slow down the rate of delivery of the 
item that they are manufacturing, so that they can continue in the 
process of manufacture. 

Senator GREEN. That is it exactly. Then it is delivery slowdown, 
not production. 

General O_tmstep. Yes, sir. I misunderstood the way you used 
the term “delivery.” I was thinking about deliveries from us to our 
Allied Nations. Deliveries from the producers to us; in that respect 
you are exactly right. 

Now, parallel with this chart I would like to show another one, if 
[ may. 

LEAD TIME 


That is the lead time in fund use for major-item procurement. 
If we take this point as the point at which the appropriation was made 
for fiscal 1952, that was October of 1951. I mentioned the fact that 
there had to be, then, program refinements which, on the average, 
take about 3 months. Having the refined programs in hand, we are 
enabled then to ask for the allocation of the funds from the Director 
for Mutual Security to the Defense Department. The money flows 
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the allocated funds flow, from the Defense Department to the three 
services, Army, Navy, and Air Force, and they then set the proces 
in motion to let the contracts. That, on the average, takes about 
months now. It used to take longer because many of these supplie: 
were just getting reconverted, or just getting familiar with the pro- 
curement procedures. 

In most instances, now, our orders being reorders, this 3-months’ 
average is the average that we now estimate. 

Having let the contract at this point, which for fiscal ’52 on th. 
average would be in April of 1952, then we have the production lea: 
time, the time it takes once the contract is let before we can gi 
delivery of the item. On the medium tank that production lead time i: 
11 months; on a mine sweeper it is 15 months; on an F-—84 aircraft i 
is 21 months. Taking the aircraft as the illustration, the mone) 
appropriated in October 1951, would get us an aircraft in January o| 
1954, and the money would not be expended until that time. 

So, when people say ‘‘you have unexpended funds,” of course ws 
have unexpended funds. We must, otherwise we could not have th: 
flow of end items in the process of manufacture. When people say 
“You have unobligated funds, money which you could contract but 
on which you have not let contracts,” they are talking about this period 
here, essentially. That is a perfectly appropriate challenge to th: 
services, to get busy and get those contracts let. 

Now, Mr. Chairman, I wonder if there are any questions about 
either or both of these two charts. 

Senator GREEN. Any questions, gentlemen? 

Senator Witrey. No. 

Senator FuLBricnt. No questions. 

Senator GreEN. You may proceed; or have you finished? 

Senator Gruterre. Mr. Chairman, I want to ask a question, o: 
rather two questions. The first one is clearly evident from you 
statement, and I want to compliment vou on it. It is very, very clea: 

But the term ‘“unexpended balances,” then, in this bill means thx 
balances that were to be made available whether they had_ been 
obligated or whether they had not been obligated. 

General Otmstep. That is my understanding, Senator Gillette, but 
I want to check that for sure with Mr. Efron. 

Mr. Erron. That is correct. 

Senator Gitterre. That is the first question. And you hav 
cleared that up. 


POSSIBLE SLOWNESS IN OBLIGATIONS 


The second question is this: It seems to me that there have bec: 
some laxities in the military from, for instance, October 1951, whe: 
funds were made available for your program, and up to this time 
from October to this time, 6 months’ time. You still have between 
four and five billion dollars that have not been obligated. 

General Otmstep. That is right, sir. 

Senator GILLETTE. It seems to me that there is evidence of laxity 
in the program. 

Senator FuLBricHtT. May I ask what do you mean by laxity? Do 
you mean they just did not shovel it out as fast as they did in nortl 
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Africa? I think it may be to their credit that they have not thrown 
away more than they have. 

Senator GiLLeTre. It might well be, but the fact remains that they 
are coming in here now and asking for a huge sum of money in addition, 
as well as carrying over the unexpended balances. Their own state- 
ment is that there are between four and five billion dollars of that that 
have not been contracted for. Of course there is the lead time. 

Senator FuLBricut. The Congress gave the Air Force $5 billion 
more than they asked for. They are just forcing them to throw the 
money away, | think. I blame the Congress as much as I do them. 

Senator Gitterre. Some of us are awfully anxious that that does 
not happen again. 

Senator FuLsricut. You remember what I am talking about. I 
don’t think we ought to blame the military for not throwing it away 
as fast as the Congress gives it to them. 

Senator GituerTe. I am not blaming anybody. 

Senator Futsricut. The word “laxity” implies criticism. 

Senator WiLry. The general indicated clearly that they did not get 
the funds for 1952 until in October 1951. 

Senator Futsricut. That is right. 

Senator Witey. Now then, that means that commencing with 
October, up to the present, which is April 1, they have been out buying 
the stuff, contracting for the stuff, trying to get what they have their 
plans laid out for, for what they need. But when you go to spend 
vast sums of money like that you have a job on your hands, especially 
if you are going to be a little careful with spending it. It seems to me 
that there hasn’t been a great waste of time. If you got all this money 
last October, and they have got certain blueprints that they have to 
have carried out, it is going to take considerable time, especially when 
you haven’t got the facilities in readiness to do the job. 

Now, am I right about that, General? 

General OLMsTeED. Yes, sir. 

Senator Wixey. Is that your explanation? You have told us that 
by the end of this year, July 1952, you will have all of it obligated except 
three or four hundred million dollars, and that you have to keep be- 
cause of contingencies that arise. 

General Oumsrep. Yes, sir. 

Senator Wier. It seems to me that where before I felt as you do, 
Senator, if these are the facts there is no evidence of laxity or failing 
to be ahead, I think, with facility. 

Senator Gituetre. I| will withdraw the word “laxity” and make it 
‘somewhat dilatory.” 


‘ 


TIME NECESSARY TO FINALIZE CONTRACTS 


General Otmstep. Mr. Chairman and Senator Gillette, there is 
one other point I want to make sure to make plain. These are 
finalized contracts. That does not mean that between this point and 
this point nothing has been done. Many of these, much of this money 
in this area, is very close to a finalized contract now. 
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Let me take one illustration, if I may. You have heard us discuss 
this offshore procurement program; for economic as well as milit ary 
reasons we have asked our services to try to procure items noncom- 
petitive in the United States market, such as ammunition and spare 
parts, to procure them abroad, and we have asked them if possible to 
contract for as much as $500 million with fiscal 1952 funds. 

Senator WiLey. And that ain’t hay. 

General O_mstep. That’s right, sir. 

What that means is that we have to make bilateral agreements with 
all these countries for the remission of taxes. We have to set up pro- 
curement elements over there in each of the three services. We have 
to find the people. Now, they are just really getting under way there. 
Then we have to make the necessary inspections and tests to make 
sure that the people that they propose to buy from are competent 
people and dependable. 

Now, I would say of that $500 million, which is part of this gap here, 
less than $100 million has been obligated to date. That is one element 

Another element is, there is a perfectly understandable feeling on 
the part now of manufacturers, ‘Well, if the raw-material picture is 
going to ease, maybe I can continue in a larger volume of production 
in my normal type of item. I will go on and make radios or television, 
and so maybe I won’t be quite as eager to get a Government contract, 
where they whittle my margin of profit down as close as they do,” 
and so sometimes these suppliers aren’t ready to sign a contract as 
rapidly as we would like to have them, and we have quite a little 
of that. 

Senator Grtuterre. General, when I mterrogated | think it was 
Secretary Lovett on this same matter recently, this same question 
was in my mind. I asked when he spoke about the preliminary 
negotiations, looking to a firm contract, if those negotiations were in 
the form of negotiations for most of this $5 billion, or im the form of 
competitive bidding, which called for stipulated advertising. 1 asked 
whether the advertising was to be done yet or whether the advertising 
had been done for competitive bidding, or whether it was all in the 
field of negotiated contracts. I would like to have your comment 
on that. 

General Otmstep. Most of the advertising has been done. Most 
of the bids have been requested.’ Certainly the specifications have 
been put out in the hands of the potential suppliers. 

If all of that work had not been done, the time lag between putting 
out the request for bids, receiving the bids, opening them, and signing 
the contract would not permit us to conclude this operation as rapidly 

Senator Gritterre. If that is something vet to be done, as I said 
to Secretary Loveit, I could not see how this 3 months’ time between 
now and June 30 would be sufficient to advertise for bids, competitive 
bids, consider the bids, and fix the contracts for $5 billion. 

Senator Gituerre. That is all, Mr. Chairman. 

Senator GREEN. Are there any further questions? 

Thank you, General, very much for clarifying the situation. Now, 
Mr. Wood, will you proce ed? 

Mr. Woop. Now, Mr. Chairman, if you please, we would propose 
to take up the title III area, which covers Asia and the Pacific. 
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For this title, as a whole, we have requested a total of $1,019,000.000. 
That includes military, economic, and technical assistance. 

Senator Green. Do you mean economic defense? 

Mr. Woop. I was about to Say, Senator, that it is not accurate 
to characterize the kind of economic assistance which we are furnishing 
in this part of the world defense Support. “Defense support” is a 
term which we have reserved to describe the kind of assistance that 
we are supplying to Western Kurope. 


DIFFERENCE BETWEEN “DEFENSE SUPPORT” AND “ECONOMIC AID” 

Senator Green. You said earlier i your testimony 
that in the other phase “economic” was unfortur 
have called it “defense support.” 

Mr. Woop. I was referring to the title I area. 

Senator Green. Now you say you can’t use that. That is one of 
the sources of confusion in understanding the proposals. 

Mr. Woop. Let me see if | can give you our thoughts on the 
distinction, Senator. Defense support is a term which we have used 
only in connection with title TL. which covers Europe. In Western 
Kurope you have well developed economies. an industrial \ 
and an ability to produce great quantities of goods. 
in an economic context of this character, provides for the importation 
of, and the payment for, those goods, materials, and commodities 
which that European workship requires in order to increase, or turn 
out, the production required to support a defense effort of its own: 
that is, to undertake defense expenditures that are very substantial. 

Now, in the underdeveloped areas, which are not workshops with 
great: manufacturing centers, there jis not the same possibility of 
massive defense expenditures and of production for their own defense 
establishments as there is in Western Europe. We think it is in- 
accurate and improper to eall our assistance in such underdeveloped 
areas defense support. There we call it economic assistance. That 
is, it Seems to me, an accurate description. 

For this reason we apply the term defense support only to the areas 
of Europe where large military efforts are under way. It does not. 
as you will recall that we said, apply to Austria, where, because of the 
occupation, again there are no substantial defense expenditures. 

Senator Green. Is that distinction in the use of terms followed in 
the draft of the bill? 

Mr. Woop. I do not recall. Mr. Efron, whether the term “defense 
support” is used in the bill at all. 

Mr. Erron. No, it is not. 

Senator Green. But you have said several times that “economic” 
was & misleading term and it should be ‘defense support.” You want 
to limit that. Do you want to say in certain parts of the bill “qd, fense 
support” and in other parts not? 

Mr. Woop. That is correct. sir. 

To be specific, the term “economic assistance’’ js applied to all the 
underdeveloped areas. “Defense support” is applied to those areas 
which themselves have the capacity to build up, throuch their own 
production considerable defense establishments of their own. So 
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when, in connection with areas outside of Europe, I talk of assistanc 
which does not consist of military end items or military training 
I will call it ‘‘economic and technical assistance.” 


BASIS FOR THE PROGRAM FOR ISRAEL 


Senator Futsricur. To illustrate that, I wonder what you woul 
tell me about the Israel program of $76 6 million, Is that economic o: 
defense support? 

Mr. Woop. That is economic assistance. 

Senator FuLtsrienut. What do you mean by economic? 

Mr. Woop. I mean by economic assistance the technical assistanc: 
and the financing of imports which is carried on in all areas outsid 
the title I area. 

Senator Futsricut. Then you are just balancing their payments 
there by taking up whatever the deficit is, to that extent. 

Mr. Woop. To that extent in the case of Israel, Senator Fulbright 
There is only 3 million of technical assistance, and the balance is to 
import those goods which are necessary because of the immigration 
into Israel. 

Senator Futsricut. You do not control what they import. All 
you do is apply that on their deficit, don’t you? You don’t tell them 
what to import. 

I just want to get it clear. What you are doing is to take care, to 
that extent, of their deficit. 

Mr. Woon. If I may, Senator Fulbright, Mr. Gardiner, can answer 
your question as to the extent to which the imports are controlled. 

Senator Green. Will Mr. Gardiner identify himself first for the 
record? 

Mr. Garpiner. My name is Arthur Z. Gardiner, economic adviser, 
Bureau of Near Eastern, South Asian, and African Affairs, Depart- 
ment of State. 

The concept of the Israel program, Senator Fulbright, is that we 
have a very serious problem of displaced persons. 

Senator Fuisrieut. I know all about that. I want to know, 
what is this money going to do. Do you control what they buy? 

Mr. Garpiner. It will go for supplies. 

Senator Futsricut. Do you control what they buy? 

Mr. Garpiner. They will buy what they program in consultation 
with us. 

Senator Futsricut. What you are doing is just paying their 
deficit that arises in their balance of payments, isn’t that it? 

Mr. Garpiner. We are reviewing their program with them. We 
are limiting the amount of our payments to a fixed sum of money. 

Senator FuLsricut. $76 million. 

Mr. Garpiner. $76 million. 

Senator Futsricut. You contribute that, and to that extent it 
applies-to their deficit that they owe the rest of the world, isn’t that it’ 
Mr. GArpINER. It enables them to move ahead with projects— 

Senator FuLtsricut. I am not talking about that. Isn’t that the 
effect of this payment? There is nothing wrong with it. Don’t be 
so——— 
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Mr. Garpiner. The effect of the payment is to enable the popu- 
lation of Israel to make their living now and to move ahead with 
development projects. 

Mr. Woop. It does, Senator Fulbright. I see what you mean. 
The effect of it is to permit them to import more than they otherwise 
would be able to pay for. 

Senater FuLBRicHT. Sure. What is that but the balancing of 
their payments for them? 

Mr. Woop. That is what it is. 

Senator Futsricutr. Then why beat about the bush? 

Mr. Woop. I gather, however, that the State Department, in 
administering this program, carefully looks over the imports that the 
Israeli Government proposes that we pay for. You correct me if I 
am wrong, Mr. Gardiner. The State Department would, if it were 
clear that a certain item which the Israeli Government proposed to 
import was not essential—— 

Senator Futsrieut. That I do not think is quite frank, because 
you do not control their whole import duty, and if you say “You 
can’t pay for it with this’ they divert it over and pay for it with their 
own money. 

Mr. Woop. I beg your pardon, Senator; I wasn’t trying to pretend 
anything else. 

Senator Futsrigut. That is the implication. The fact is, it is a 
very simple matter. You are going to give them $76 million to balance 
their payments. That is all there is to it. You cannot control what 
they import, can you? 

Mr. Woop. Not in total. 


PURPOSE OF PROGRAM FOR ISRAEL 


Senator Futsrieut. Then all they will do is shift. 

Then I come to this point: Are you doing that for any other 
country, the Arab countries or otherwise? Is this a unique example? 

Mr. Woop. I think it is unique in its purpose which is to permit 
the absorption of the large number of immigrants. You can, if you 
like, describe defense support in Western Europe as having the same 
economic effect as the extension of economic assistance to Israel, 
namely a balancing of their payments in order to permit the import 
of the goods that they need to import. You can describe it that way. 

Senator FuLpricutr. To make weapons? 

Mr. Woop. It is to permit them in Europe not only to make 
weapons but also to make the expenditures required for the pay of 
their troops, ete.—that is, to increase their total production in such 
a way and to such an extent that they can support the defense effort. 
So that it depends on how you wish to define it, Senator. 

Senator Futsricut. You are saying, then, that it is the same 
objective in France that it is in Israel? 

Mr. Woop. No, sir, I am not. 

Senator Futsricut. That is what you people seem to be saying. 

Mr. Woop. No, I am not. I am saying that the appearance of the 
thing, the form it takes, is the same in each case, namely, that the 
money is provided by the American Congress for the purpose of paying 
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for imports which are needed in the country and which they would no‘ 
otherwise be able to pay for. 

Now, the purpose in Israel is not to permit them to build up their 
defense establishment. 

Senator Futsricut. That’s right. 

Mr. Woop. The purpose in France is to build up its defense estab- 
lishment. 

Senator FutBricur. What is the purpose in Israel? 

Mr. Woop. The purpose in Israel is to permit the country, withou: 
collapsing, to continue to live and to absorb the people who come in 
from outside areas 

Senator heisatan In essence it is the provision of consumer goods 
and a contribution to the standard of living, is it not? There is no 
military objective there, on this acount. 

Mr. Woop. No; only indirectly. 

Senator Futspricutr. You are not building dams with it, are you? 

Mr. Woop. I do not know the details of the program. 

Mr. Garprner. There is a component of irrigation rather than 
dams. Irrigation works, to continue the work that has been done in 
the past, with the Export-Import Bank loan, are included. We do 
anticipate capital goods of that nature. 

Could I say just one thing, Mr. Wood, classify one of your state- 
ments? I think the purpose of this program is not so much to mak 
it possible for more people to come in, but to make it possible for thos: 
who have already come in to maintain themselves. On several occa- 
sions, sir, vou intimated that the program might be designed to take 
care of additional immigrants. 


Senator Futsriecut. There are 7,500 a month coming in there now 
aren’t there? 

Mr. Garpiner. The figure is very much reduced. The latest report 
for the month of February, is 1,500. 

Senator Futsricur. That is good. 


JUSTIFICATION NEED FOR ISRAEL PROGRAM 


I just wanted it cleat 

Mr. Woop. I believe that is true, is it not? 

Mr. Garprner. If you add the Arab refugee program to th 
economic assistance you get a slightly higher item. 

Senator Futsricutr. And that is directly connected with Israel too 
If you want to be fair about it, they caused that by the disruption of 
those people, so you can add that on to these figures that you are giving 
on Israel. 

I have confidence in the technical-assistance program provided 
it is properly administered, but 1 am afraid you may destroy th 
technical assistance along with this other stuff. 

I would much prefer that they would be definitely separated, and 
to put this $76 million along with, and under the thing I have here 
which is a secret memorandum, “Economic and technical assistance,”’ 
on which you come down to $76 million for Israel. 

I would hope that they can be separated. 
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Mr. Woop. You will note, Senator, that economic assistance for 
Israel—the $76 million to which you refer—is segregated from what 
is the technical assistance or point 4 assistance for Israel for the very 
purpose which you mention. The $76 million is not technical assist- 
ance, but there is, separately itemized, technical assistance to the 
extent of roughly $3 million for Israel. 

Senator Futsriegur. That is the way I understand it. In this 
thing which was given to me by your office, you will see it is carried 
there as $79 million. Now, I found out from another document that 
it is not $79 million but it is divided $76 and $3 million, but they are 
very ¢ ‘lose ly associated. 

Mr. Woop. There is a document which is now before you that 
makes that distinction very clear. 

Senator Futsricur. This is the one I was given last week. 

Mr. Woop. That is an out-of-date one. 

Senator Futsricut. | only got it last week. They handed it to 
me. I asked for it. You remember when | asked for those docu- 
ments in an effort to try to inform myself. 

Senator Wiiey. It shows that they are moving faster than the 
Senator from lowa thought. There is a new document since last 
week. 

Senator Futsricur. I will return that one. It is highly confi- 
dential. If that is out of date it ought to be returned. 

Mr. Woop. It is out of date only in that respect. 

Let me say this, Senator Fulbright: We are planning to give you a 
detailed presentation of this program for Israel at a later time today, 
if possible. Mr. Gardiner will make that presentation. 

Senator Green. At a later time today? 

Mr. Woop. If there is time, or if not, tomorrow, Mr. Gardiner is 
here now. 

Senator GREEN. Is he ready now? 

Mr. Woop. He is ready at any time. If you would like to go into 
this now 

Senator Futsrient. Could I ask this, then? I know you would 
not want to do it now. 


Mr. Woop. We are in your hands 


KEEPING THE TECHNICAL ASSISTANCE CONCEP! 


Senator Futsricur. | asked for a specific breakdown of some of 
these programs, hoping | would get what we did finally get last year 
on the Iranian program and several others. I have gotten a tre- 
mendous volume, two volumes like that, and I read some of them. 
They seemed to follow the same pattern and they do not break it 
down and tell just what they are going to do with the money. 

To me there is a certain amount of concealing and using misnomers. 

Then take the Formosan one, to move over to another one. It 
seems to me quite out of line when you put $115,000,000 in it for 

conomic and technical assistance. I think there are 6 million 
aaa there. 

Mr. CLEvELAND. About 9 million. 
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Senator Futsricut. And that is the same as allotted to India, with 
400 million people, which seems to me to make no sense. 

Mr. Woop. Senator, we have a different justification for the 
Formosan program. The justification for that program, and dif- 
ference between that justification and those for other countries are 
very clear. We will develop it in more detail later. 

In Formosa, for example, you have a perfectly mammoth military 
problem. In order to make it possible for the Formosan economy 
with its 9 million people, to support an army of the size which is now 
maintained there, it is absolutely essential to import large quantities 
of goods if the economy isn’t to collapse. The situation in India is 
very different. Our proposed program there consists of technical 
assistance and imports necessary to make that technical assistance 
effective. 

Senator Futsricut. I want to make the same point. I can’t bear 
any responsibility for the wastefulness of the military program. 
There is nothing I can do about it. I had hoped that we might keep 
the technical assistance program within some reasonable bounds, 
because I wanted to have some confidence in it in the future, but you 
are mixing it all up and I feel hopeless about it. If that is the way 
it is going to go, I can’t continue to be interested in it. I had hoped 
to be able to support technical assistence right through the years, 
because I think it is the one hope right in this whole business for the 
future, and whether the military is able to throw away the money is 
another matter. I deplore it, but I can’t do anything about it. 

Can’t we come to some agreement on keeping the technical assist- 
ance program by itself, in the hopes that it can preserve its integrity? 
That is all in the world I ask. 


SEPARATION OF TECHNICAL AND ECONOMIC ASSISTANCE 


Mr. Woop. Senator, you can do that, and that is what we are 
doing in areas other than Formosa. We have to face the facts. 

Mr. Woop. If you have a big army in a place like Formosa, your 
economic assistance cannot be confined— 

Senator GreeEN. Is there any objection to breaking it down so it 
may be clear what is technical assistance? 

Mr. Woop. Not at all. In fact, we will break it down as we go 
into the details of these programs, Senator. 

Sepator GREEN. In every case? 

Mr. Woop. In every case we can make such a breakdown and will 
do so. 

Senator Futsricut. I was hoping that consideration might be 
separated. When they are presented on the floor, it looks like this 
program, which I said last year we would keep in reasonable bounds, 
was just going out the roof. Look at the comparison. 

Senator Green. I think you are quite right, but he agreed to 
break it down. 

Senator Futsricut. In the Near East and Africa in 1952 there 
was $106 million; this year, $151 million; South Asia was $65 million 
and now it is $150 million. It is doing exactly what I said we would 
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not let it do, so far as I was concerned. They ore building it up as 
they do all programs. 

Senator Green. I think if he breaks it down and substitutes the 
detailed figures for the total he now has, he will give you the informa- 
tion you need. 

Senator FuLsricut. That is what I would hope to get, so that— 
well, you are in a position, if I vote against one of these items that 
I do not believe in, I am at the same time in effect appearing, at least, 
to be voting against technical assistance. 

Senator GREEN. None of us wants to vote for things we do not 
believe in, but we want the facts here so we can convince others of the 
justice of ‘the demand. 

Mr. Woop. We will, Senator, as we go along, give you our very 
best judgment as to the nature of what we are trving to accomplish 
in each country, our operations must necessarily differ from country 
to country because of different conditions in each country. 

Senator GREEN. Give us the figures broken down, and then give 
us the explanation separately. 

Senator Fu_sricnut. Isn’t it possible for your office to prepare this 
in written form? It is too complicated to absorb as you sit here and 
tell us. You go through it quickly and nobody knows what you have 
done when it is over. I have to have it written out in a way that 1 
can stop any time in looking at it, and the material I was sent I do 
not think is satisfactory. 

Senator Green. Mr. Wood, will you kindly write out in words of 
one syllable so we can understand it, what the Senator is asking for? 

Mr. Woop. We will do the best we can. There is considerable 
detail on the southeast Asia part of the program in this booklet which 
is in front of you, and Mr. Bingham has a great deal of detail which 
he will present on the program for the rest of the underdeveloped areas. 


CONTROLS OVER IMPORTS OF RECIPIENT COUNTRIES 


Senator Green. Now I would like to ask a question, and that is 
this: Do you wish us to leave the impression, and I think you have 
left it, that we have nothing to say about what shall be imported, 
that they can import what they like, that they could import from 
dollar areas or otherwise as they chose, and that we would furnish 
them the funds? 

Mr. Woop. That does not apply to imports financed with our funds, 
but, as Senator Fulbright properly pointed out, the Israeli will import 
goods which are paid for not only with the funds requested here, but 
also with income from other sources—the income derived from their 
exports, the income represented by the very large funds which are 
raised by private subscription, and so forth. It is not possible for 
the United States Government to exercise detailed control over the 
goods they import with those other funds. 

However, we do have people on the ground; and we do keep in 
constant touch with their gov ernmental officials—with the people 
who deal with their foreign trade. Therefore, we do have a very 





582 MUTUAL SECURITY ACT OF 1952 


considerable influence over even those of their imports which are 
financed by these other sources of income, but we cannot directly 
and meticulously control what they import with the funds which 
are their own. 

Senator Green. Do we exercise that influence in relation to 
dollar areas? 

Mr. Woop. Mr. Gardiner, do we use a procurement authorization 
procedure in the Israeli program such as we have in the Mutual 
Security Agency? 


DIVISION OF FUNDS FOR ISRAEL 


Mr. Garprner. It is not precisely the same form, Mr. Wood, but 
the ECA-MSA pattern was followed in making available the funds 
under section 205 of the act, and I would like, please, sir, to explain 
that the Israel program is largely separated from the technical assist- 
ance program, and the figures before you sirs are $3 million for tech- 
nical assistance and $76 million for economic aid, which is in a separate 
section of the law, section 205, not the law under which the technical 
assistance program is administered. 

Senator GREEN. You are getting back on to the question Senator 
Fulbright was discussing, and I am not limiting it to Israel, either. 

Senator Fu.tsricut. Here is the document that was presented to 
us. That is what they gave us to inform us. 

Mr. Garpiner. You see that there is a footnote, Senator, that says 
that this figure of $79 million includes $76 million for relief and resettle- 
ment of refugees entering Israel, to which might have been added 
“under section 205 of the Mutual Security Act of 1951.” I think that 
the administration has kept the distinction clear. 

Senator Futsricnut. How much was that last year? 

Mr. Garpiner. It was $50 million. The total assistance last year 
for Israel was $65 million, of which $50 million was section 205 and 
$15 million under the act for international development. 

Senator Green. May I get away from your questions and get to 
the present point? 

Senator Futsriertr. Mr. Gardiner brought it up. 

Mr. Woop. The intent is not to dissemble in any respect. It is 
separate in the law. In one edition of the paper we gave you we 
had it separated out, and I think it would have been better to have 
left it that way. 


UNITED STATES CONTROLS OVER IMPORT POLICIES OF ISRAEL 


Senator Green. Now will you come back to my question, if you 
do not mind, and that is this: What influence, to use your term, is 
used by our Government to see to it that these dollars that we furnish 
them are not given and used to buy all sorts of things in dollar areas 
which we do not think they need, like nylon hose and bubble gum and 
all kinds of stuff? Don’t we pay any attention to what they spend it 
for? 

Mr. Garpiner. May I answer that? 

Senator Green. You tried once before and did not succeed. 
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Mr. Garpiner. The Israeli Government runs its import system 
very efficiently and very ably. The people are living on austerity 
levels. There is very little luxury. As a matter of fact, sir, there is 
hardly enough food at times to go around in Israel. The arrival of a 
ship of wheat is news, was news Jast autumn in the Israeli new spapers. 
They were that close to the margin of actual subsistence. 

People in the factories have found that under the rations which were 
available to them last autum they could not carry out a full 8-hour 
day’s work. In that economy there were very few nylons, there were 
practically no automobiles, there was very little luxury. 

We have a mission in the country under the auspices of the MCA 
which is administering this program along with the technical assistance 
program, and I think we can be satisfied that the Israeli are getting 
very good value for their money, and that they are not wasting it 
much. 

I agree with the Senator, sir, that we are not controlling every im- 
port, but we do consult them about their policies and their policies 
are strict and rigid. 

Senator GreEN. How far do we go in these consultations, as you 
call it? 

Mer. GARDINER. We are in close touch with the ministers of SOV- 
ernment who are planning Israel’s future and trying to help maintain 
the economy of the country. 

Senator Green. Do they follow voluntarily any restrictions? 

Mr. Garpiner. I think they have been in the lead, sir, in mposing 
restrictions. 

Senator GREEN. Do we agree to their restrictions and Say thi Vv are 
satisfactory? 

Mr. Garpiner. | think in general the answer ts ‘‘Yes,’’ unquali- 
fiedly 

Senator GREEN. You are talking about just one country, Israel. 

Mr. Garpiner. Yes, sir. 

Senator GREEN. 1am talking about all these countri: 

Mr. Garpiner. I am sorry. I thought we were oe our 
attention to Isreal. On the far eastern countries | think I should stop. 


CONTROL OVER UNITED STATES FINANCED IMPORTS OF RECIPIENT 
COUNTRIES 


Mr. Woop. I think you are familiar from previous testimony in 
other vears, Senator Green, with the procurement authorization 
system which the Mutual Security Agency has employed. Under that 
system a country submits applic ations for funds with which to finance 
certain specific imports. Those imports are described in the applica- 
tion, and our missions in the field go over the import program which 
is proposed should be financed with our funds with each country very, 
very carefully indeed. They are screened for essentiality in the 
country itself. They receive a further screening back here in Wash- 
ington and, ta addition the authorization to use funds which is there- 
after issued is limited to specific categories of imports 
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As a final check in this process we make a very careful post-audit 
of the goods they have actually imported with our funds. We have 
had rumerous cases in which we found that the actual imports were 
not ones which we regarded as essential and in such instances we have 
requested and obtained from the countries themselves, reimbursement 
for the funds we have provided for such imports. So you can see that 
there is a very, very close watch over the types of imports that are 
made and the prices that are paid for them. In fact the whole, 
business is very carefully watched all the time. 

Now, the reason why we conduct these post-audits is the fact that 
the Congress has instructed us by ‘law to use private channels of 
trade to the maximum possible extent, and we fully believe in that 
policy. The enforcement of this policy must, however, take account 
of the myriad of transactions necessarily involved in making and 
import. The money is made available to the foreign government con- 
cerned and import licensesare issued by it to a private businessman. The 
latter then proceeds to negotiate for the purchase of the articles covered 
with a businessman in this country reaching decisions on the price, and 
the other terms of sale. At some later date, the articles are ac tually 
imported. During this long and complicated process you cannot keep 
your finger on all of the intermediate steps. You can, however, 
go back afterward and post-audit the entire transaction and, where 
there have been any departures from what is right and proper, you 
can then ask for reimbursement. 

Does that answer your question? 

Senator Green. I am glad to have the supplementary statement, 
because I think to a considerable extent it contradicts the gen ral 
statement you previously made, does it not? 

Mr. Woop. I had not thought so, but you are a judge of that, sir. 
[ thought I had made a statement consistent with er 

I think you misunderstood me, Senator Green. I did say this: 
That so far as imports are paid for with the export earnings and other 
resources of these countries themselves, and not paid for with our 
dollars, we have very considerably less control over the character of 
the imports. It was with respect to such imports that I said we did 
not have the control. We do have the control with respect to imports 
for which our money is used. 

Senator FuLsricut. Why don’t you draw us a little chart of this. 
Say country A imports $100 million. We give $50 million and they 
give $50 million, and they just use ours for whatever pleases us. It 
is all phony so far as our controlling it so long as they have a sub- 
stantial amount of their own. They just shift it over to us. 

Mr. Woop. Necessarily so. 

Senator Fu.sricat. Certainly. 

I am not complaining. I am only complaining at the illusion that 
we control these things. 

Mr. Woop. For years we have been telling this committee, “Gentle- 
men, you want a list of the imports that we are going to finance. 
We will give it to you. We will also tell you fr: ankly that such a list 
does not mean much, because the recipient countries have other 
sources with which they pay for many imports. Therefore, although 
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we will give you this list, we must say that the list is illustrative and 
that it may well be that during the course of the year certain imports 
which we have included on the list will be paid for by them and that 
we will finance the import of something else.’’ 

Senator FuLBricut. You complain about some of it and they just 
shift it over to some of their own funds. 

Mr. Woop. Very often that happens. 

Senator Futsrieur. I am not complaining about that, except the 
illusion and that it is a phony when we say we will control it. 

Mr. Woop. We have tried to make that clear in previous testimony. 

Senator FuLsricuT. It is not clear, is it? 

Mr. Woop. I am trying to make it clear right now. 


TITLE III PROGRAMS 


Shall we proceed with the southeast Asia area? As I was saying, 
the total request in this bill for Asia and the Pacific is just over a 
billion dollars. Of this amount slightly over $600 million is for 
military end item assistance and military training, and just over 
$400 million is for economic and technical assistance. 

Now, may I say further that of the roughly $600 million for military 
assistance, the very large bulk is for assistance to Formosa and Indo- 
china, as one would naturally expect. 

Insofar as the economic and technical assistance is concerned, 
$257 ,000,000 is in areas where the Mutual Security Agency operates, 
and roughly $150,000,000 is in areas in which the Technical Coopera- 
tion Administration of the State Department operates. 


Senator SmirH of New Jersey. Is this title IJ] you are talking 
about? 


Mr. Woon. This is title II], Senator Smith. 


ECONOMIC AND TECHNICAL ASSISTANCE TO SOUTHEAST ASIA 


I should like first, if I may, to deal with the area, the subarea shall 
we call it, of this title, in which the military assistance and the eco- 
nomic and technical assistance administered by the Mutual Security 
Agency is combined. That is the area of southeast Asia. You will 
see a map of this area, if you wish to refer to it, on page 3 of this 
blue book, which is before you. The area to which I am now ad- 
dressing my remarks is that area which is in the darker cross hatching. 
That includes Burma, Indochina, Thailand, the Philippines, Indo- 
nesia, and Formosa. 

Senator Witey. Why is Hainan covered as a dark area? 

Mr. CLEVELAND. It is occupied by the Communists. That dark 
ring is supposed to be the Iron Curtain, and there is an iron curtain 
around Hainan also. 

Mr. Woop. I was speaking of the darker cross-hatched area like 
that shown for the Philippines. 

This southeast Asia area, as I think everyone here recognizes, is an 
area of very great strategic and economic importance. It covers 
an area about half as large as the United States and has in it a popula- 
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tion somewhat larger than our own, roughly 170,000,000. It is an 
area of great importance in terms of the production of strategic 
materials. Sixty percent of the world’s supply of tin comes from this 
area; 95 percent of the world’s natural rubber, 90 percent of its copra, 
and so forth. 

This, as I said earlier, Mr. Chairman, is an area in which economic 
and technical assistance is being given and is proposed to be given in 
the coming year, but the assistance can not properly be called defense 
support. We call it economic and technical assistance, to distinguish 
it from defense support in the more developed areas of the world. 

The characteristics of this area are that it is undeveloped, that it 
possesses large resources and, of perhaps most immediate importance, 
that it is under the direct threat both of Communist military invasion 
and of Communist subversion. It is really one of our most important 
frontiers, its imports ince bei ing e ‘nhance “d by its ge ographic posit ion 
and its large resources of strategic materials. 


REASON FOR INDOCHINA’S NEED 


Senator Futsricu?. What is the reason that they are unable to 
purchase these supplies and to do their own business? We know they 
are not arid, as you have just pointed out, if they produce great quan- 
tities of valuable raw materials. What is vour explanation of why 
they can’t support themselves? 

Mr. Woop. Well, in order to answer that question, I would like to 
break these countries down into different categories. 

Senator Fu_tsricutr. Take Indochina and Indonesia. 

Mr. Woop. Indochina is a very good case and I will deal with that 
first. Then I will take up Indonesia. 

For Indochina we propose economic and technical assistance in the 
amount of $65 million. Of that amount | believe that $35 million 
consists of what we call common use items, items which are required 
both for the economy of the country and for the carrying on of military 
operations there. The reason for requesting such a large sum for 
economic and technical assistance in Indochina is the fact that there 
is an active war now going on in the country, and that, consequently, 
the production that would normally take place in the country—agri- 
cultural production and other production—is badly disrupted. The 
country is cut asunder by the fighting and therefore that $35 million, 
out of the total of $65 million, is required for these common-use items 
like POL— petroleum products and other items that by their nature 
go into both the economic and military situation but in fact are sched- 
uled solely for support of the military effort. 

Senator Green. How much goes into the economic as distinguished 
from the military? 

Mr. Woop. Mr. Cleveland, re you answer that question? 

Mr. Cievetanp. In Indochina, $30 million. 

Mr. Woop. The fact that thiere i is such active fighting going on in 
this area means that many people are withdrawn from their normal 
pursuits. Much of the land which would normally produce food is 
not producing food. 
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Senator GREEN. This is not going to enable them to produce food, 


is 1t? 


Mr. Woop. In some cases it will, Senator Green. One of the things 
we are doing is to give the Indochinese technical assistance in agri- 
culture, some fertilizer and some farm machinery so that in those 
areas Which are not being fought over the production of food can be 
raised to the point where it will not be necessary for them to 

Senator GREEN. Is that a very small portion of the area? 

Mr. Woop. No, there is a fairly large proportion _ the area where 
actual fighting is not taking place. On the other hand the bandits 
and insurgents are fairly widespread throughout this whole country. 

But, to answer Senator Fulbright’s question as directly as I can, 
that is why the economic program has to be as large as it is in Indo- 
china, | would say that it is primarily because of the active fighting 
that is going on and because of the conditions that flow out of that 
fighting. 

Senator Futrricgur. What I really had in mind—1I realize the 
present difficulties, but those, I believe I have always understood, 
were very rich countries in natural resources 

Mr. Woop. They are; ves, sir. 

Senator Futsricur. Why isn’t some system developed by which 
we help them in the same way feng country was hel epee in its early 
davs, by a system of loans or, in effect, some kind of barter system 
devised? It seems to me to seni this indefinite program of gifts to 
countries Which in many ways have the very things which we must 
have in the future is maybe unduly generous, because while they have 
this difficulty, we hope that some day they won't have a war, and in 
many wavs they have very rich resources that we need and we are 
depleting ours. 

I was looking into the future 

Senator GreEN. | cannot see why in that country the appropriation 
of money to develop agriculture is worth while now. When I was 
there a vear ago, in Saigon they told me that there were only three or 

four of the larger cities which were free from rebels, as they called 
them. They called them rebels, not Communists, then. Now they 
eall them all Communists. Even in Saigon at night vou could hear 
firing. It was not safe to vo outside the city at night 

Now, if that is the case, how are we going to use this money ad- 
vantageously 

Senator Winey. It quieted down after you left. 

Senator Green. In developing agriculture? 

Mr. Woop. I would like, if I may, Senator Green, to make one 
comment in response to Senator Fulbright’s question, and then ask 
Mr. Cleveland to answer this specific question that vou have raised. 

I think, Senator Fulbright, just to finish my remarks in response to 
your question, you can take Indochina and Indonesia as very good 
examples of two different problems. 

In Indochina, there is now a very active military campaign in 
progress, and, in addition, as Senator Green pointed out, the country 
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is infested with considerable numbers of insurgents even in many areas 
where military campaigns are not being carried on. Therefore, in 
Indochina, as you can see from these figures, and primarily because 
of these conditions which I have described there are required, if the 
situation is to be held, if the population is not to become really dis- 
affected to a greater extent than at present and if there is to be any 
stability behind the military lines, very substantial imports to mak: 
up for the loss of production resulting from the military situation. 


INDONESIA’S ECONOMIC SITUATION 


Now, Indonesia is a very different situation, and illustrates—— 

Senator FuLsricut. Indonesia has turned down your agreement, 
hasn’t it? 

Mr. Woop. No. 

Senator Fu.tsricut. I saw that in the paper. 

Mr. Woop. What happened was that the Indonesian Government 
officials made the agreement with us giving the assurances required 
by section 511 (a) and (b) of the Mutual Security Act of 1951. That 
agreement was attacked in the Indonesian Parliament and was in 
certain respects unpopular. The Government fell as a result of this 
attack. The agreement still stands, Senator Fulbright. It may be 
that the new government will wish—we do not know; the indication 
is that they will not wish—to abrogate that agreement. We just 
do not yet know, because the new government—Mr. Allison will 
correct me if I am wrong—has not yet been formed. 

Senator Futpricut. What was the basis of their criticism? 

Mr. Woop. The basis was that they had to stand up and be 
counted and proclaim, under the language of section 511 (a), that 
they were in fact joining, as they put it, an alliance with the west 
against the east. 

“That is a rather brief and foreshortened desc ription of what occurred. 
The problem was primarily related to section 511 (a) and to the assur- 
ances required under that section by the law passed by the Congress, 
public assurances which they felt they were unable to agree to. 


STATUS OF NEW GUINEA 


Now, take Indonesia. Indonesia is not engaged in fighting a war 
within its borders. There is relative calm in the whole area of 
Indonesia. Indonesia is extremely rich. 

Senator GREEN. Are we including, in Indonesia, New Guinea? 

Mr. Woop. I am not sure as to that. 

Mr. CLEVELAND. It is in dispute at the moment. 

Mr. Woop. New Guinea is in dispute between the Dutch and the 
Indonesians. 

Mr. Auuison. That is correct, but for the purposes of this program 
we are acting as if this were all one. 

Senator GREEN. I questioned whether your statement applied to 
including New Guinea. 
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Mr. Woop. I do not know whether any of our aid goes into New 
Guinea or not. 

Mr. CLEevELAND. I think the statement that Senator Green was 
referring to was the statement about relative calm prevailing. 

Mr. Woop. No. You were referring to the question—— 

Senator GREEN. When you used the expression, and said various 
things about Indonesia, I asked you whether you meant to include 
New Guinea in that statement. 

Mr. Woop. New Guinea is a part of Indonesia, so I think the 
answer to that is “Yes,’’ Senator Green 

Senator GREEN. Then you have settled the question about the 
disputed lands? 

Mr. Woop. I would not wish to take that upon my shoulders. 
I am merely saying that so far as my discussion is concerned, I am 
including New Guinea in the Indonesian archipelago. 

Senator GREEN. Is there any fighting there now? 

Mr. Auuison. Not in New Guinea. 

Mr. Woop. There are various local disorders from time to time in 
this whole area, I believe. 

Senator GREEN. Who is now in control, the Dutch or the Indo- 
nesians? 

Mr. Woop. It is the Indonesians. They are now independent. 

Senator GREEN. I am talking about New Guinea. 

Mr. Woop. That I do not know. Mr. Allison can perhaps tell us. 

Mr. Auuiison. They have a sort of joint control at the present time. 
It is still in dispute. It is being administered by the Dutch at the 
present time, but there is a dispute between the Dutch and the 
Indonesians as to where the final sovereignty will lie, and that has 
not been resolved yet. 


BASIS FOR ECONOMIC AID TO INDONESIA 


Mr. Woop. Now, if I may just go on to use Indonesia as an example 
of a situation which is very different from Indochina, the case of a 
country in which a war is not now going on, and to answer Senator 
Fulbright’s question as to why, with all its rich resources, we do 
propose to give some economic and technical assistance to Indo- 
nesia——— 

Senator FuLBricur. You are giving them 8 million. 

Mr. Woop. Eight million is the figure, which as you can see is very 
much smaller—— 

Senator FutBricut. I don’t see why it should be anything. Don’t 
they have a favorable balance of trade? 

Mr. Woop. They have had a favorable balance of trade, a very 
large favorable balance. 

Senator Futsricut. In other words, they are in good shape, and 
I expect better shape than we are. Why are we out persuading them 
to accept even 8 million? 
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Mr. Woop. That is what I am going to try to tell you, Senator 
Fulbright. 

The same thing, of course, can be said about a number of countries 
included in the programs, and about some of the other countries 
included in the present program, for example, in South America 
where we propose that technical and economic assistance should be 
given. 

Here is the way we look at it: Indonesia has these rich resources 
Indonesia has had a favorable balance of trade, and a very large one 
Indonesia is a backward, and underdeveloped country. Indonesia’s 
resources could be used much more effectively than they are presently 
used. Indonesia has a new government. Indonesian techniques ar 
extremely backward. They have very few people who are competent 
to develop the resources of Indonesia. 

It is felt that under those circumstances it is in our interest to do 
what [ might call a pump-priming operation, to move in there witb 
a relatively small amount of aid, chiefly technical assistance and thos: 
items which need to be imported to make a demonstration of the 
technical assistance and its effectiveness. 

Senator Sairn of New Jersey. Have we been requested to do that 

Mr. Woop. We have been requested. 

Senator Samrrxu of New Jersey. Formally requested? 

Mr. Woop. We have been formally requested to do that, and the 
Indonesian Government has been eager to have this type of assistance. 

Senator Futsprieur. If they are eager, whv aren’t they able to 
pay for it? They are quite able to pay. 

Mr. Woop. For various reasons. I may amend what | said here 
a moment ago in the case of some of these technical-assistance activi- 
ties. The Indonesian Government and the Indonesian people are 
not fully convinced now of the value of that. They do want ou 
assistance. They have requested it. [If we go in with a sort of 
sampling demonstration system and show them the value of these 
things, there isn’t any question, on the basis of our experience in 
South America, that they will pick up and carry on these particular 
activities with their own resources very soon, and we will have 
primed the pump and started a movement toward a much more 
effective and efficient use of their own resources, and therefore laid 
the groundwork not only for their being able to supply us with 
increased quantities of raw materials and strategic materials, but 
also for the tvpe of development in that country which will improve 
conditions, strengthen the democratic “Government, and lead to 
stability in the area. It is our feeling that this is an extremely wise 
investment in an area which ts so seriously threatened, both with 
attack from outside and with internal subversion. 

Now let me give you an example of one thing that is very interest- 
ing and bears this out. We had an expert down there who knew 
something about fishing. He found that they were all using sail- 
boats for fishing. A storm came up and destroyed most of the sail- 
boats, or at least damaged considerable numbers of them. The 
loss of the fish dropped the people’s food resources to a very low point 
There is not too much transportation in the area and there was a 
real problem. 

This expert moved in there with a few Diesel engines, put them 
into the few boats that were still left, showed them how to run them 


enator 


intries 
intries 
lerica 


ald be 


urces 
e one 
nesia’s 
sently 
es are 
petent 


to do 
» with 
| thos: 
of the 


) that? 


nd the 
‘tance. 
dle 


L here 
uctivi- 
le are 
it oul 
ort of 
these 
ice in 
icular 
have 
more 
ec laid 
with 
s, but 
prove 
nd to 
y Wise 
with 


erest- 
knew 
r sail- 
» sail- 

The 
point 
Was a 


them 
them 


MUTUAL SECURITY ACT OF 1952 591 


and sent them out. They came back with much larger catches; 
they also got back to shore more quickly so the fish didn’t spoil. 
Just a few thousand dollars devoted to that point produc ed a revolu- 
tion in fishing techniques. People had resisted the idea: ‘‘We don’t 
want any motors. We have fished with sailboats since time im- 
memorial.” 

Every village nearby now wants Diesel motors, and they are willing 
to pay for them themselves. We don’t have to put them back in 
there. It is just that kind of pump priming that I am talking about. 

[ talked the other day with one of our men who was just back from 
Burma. I don’t know whether he had a chance to talk with vou. 
| suggested, because of vour interest in this sort of thing, that he do 
so—a fellow named Hunnerwaddel. 

Senator Futsprieur. | have talked to him 

Mr. Woon. He went to Burma with his wife. 

Senator Futsprient. | think his wife made as great a contribution 

he did. She taught them how to can their food, which is as 
important as raising it. They have always raised it, but did not 
know how to really preserve it. 

Mr. Woon. I said to him, ‘Can you —— anything in the 
way of improving their agricultural methods, can your wife do any- 
thing with canning by just talking to them, aa can you say ‘Don’t 
use that kind of plow; use another kind’ ”’ and produce any results? 

He said, “It is impossible. I have to have something to show 
them. They won’t believe me. Half the time they don’t believe on 
the first demonstration.”’ 

But that, Senator Fulbright—excuse me for being so long-winded 


about it—is the reason we feel that it is so important to go into a 
place like Indonesia and to supply not only technical advice but also 
devote a small amount of money to make this demonstration and to 
start this process of development going. And I freely admit that 
they would be able to pay for it but, until they have seen the results, 
they would not so on their own initiative. 


TECHNICAL ASSISTANCE AND ECONOMIC DEVELOPMENT THROUGH A 
PROPOSED MIDDLE EAST BANK 


Senator FuLsricut. That is the original concept of point 4, which 
we are getting away from, for example, in India, but it keeps coming 
back to me that we ought not indefinitely have to pay for all these 
things when so many of these people are able to pay for them them- 
selves. 

It brings to mind that proposal of a bank in the Middle East, 
modeled after the International Bank, in which you would develop 
a device by which the available money in the area can be put at the 
disposal of the people, rather than the Congress everlastingly appro- 
priating larger and larger amounts. 

Now, as ingenious as you are, I don’t know why vou can’t promote 
something like that. There is this money. They had a favorable 
balance in 1950 of over $350 million—$376 million. That is a favor- 
able balance of trade. Now why in the world can’t a device be 
developed to use that? 

Senator Green. I think it comes down to this. Perhaps they will 
refuse this proposal of ours because they do not want to be under 
obligation to us. 
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Senator Futsricut. If we could enable them, Senator, to develop 
something like a bank for the area, that appeals to me very much 
per eee has been made to you about the Middle East, Mr. 

00 

Senator Green. Will you kindly address yourself, again, to the 
section of the bill they objected to? 

Mr. Woop. It is section 511 (a). 

Senator Fulbright, that is a very interesting proposal. The Inter- 
national Bank is now studying it, and they have a preliminary report 
on this proposal for a financial corporation. 

Senator FuLsricur. What I am trying to inject into this thing is 
some way to work it out from the point of view of appropriations 
Instead. of that you are getting bigger and bigger as you well kno 
each year. This is much. bigger than it was last year. Now there i 
money available in both of these areas. In the Middle East you hav 
Iraq and Iran and Saudi Arabia with great balances of cold cash. A 
means should be developed by which that area should have access to 
some of those funds. 

Mr. Woop. We completely agree. 

Senator Futspricut. Why aren’t we faced with a proposal to do 
that? You had that proposal suggested to you. Why aren’t you 
here with such a proposal? 

Mr. Woop. I am hoping that such a proposal can be developed 
There is now, as I was saying, a very careful study being made on 
this international corporation that was recommended by Mr. Rocke- 
feller’s board. The International Bank has studied this at consider- 
able sonar and is proposing to put that proposal, at the request of 
the Secretary-General of the United Nations, before the Economic 
and Social Council. It is also to be discussed in our National 
Advisory Council here, and I am hoping that something will come 
out of that. 


BASIS FOR EXPANDED TECHNICAL ASSISTANCE IN CERTAIN AREAS 


I may say, however, that I think you should keep in mind, Senator, 
that in South America, where we have had more experience in, an 
a longer period of operating these technical assistance programs, 
what you have recommended has in fact been taking place. When 
we went in there we had to supply, by way of pump-priming and 
demonstration activities, the great majority of the money for thx 
agricultural and other programs. 

Senator Futsricut. You kept those programs on a small scale. 
The MSA never bad anything to do with that, nor did the ECA. 
They had an entirely different approach, mostly in education and 
participation with the schools. They never went out and tried to 
build dams and roads and pick up the balance of paymerts. They 
never undertook that. It was strictly, I think, educational, a real 
old-fashioned point 4. 

Mr. Woop. The amount of money that we have put in has been 
decreasing all the time, and the countries themselves have been taking 
it up. 

Now let me just say this in addition. The reason for the larger 
requests this year is frankly due to the urgency of the situation. We 
have tinder boxes in some of these areas, notably in the Near East 
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and the Far East, and it is honestly felt, and the Congress may decide 
whether we are right or not, that it is necessary and desirable to speed 
up the process. India is a good example of the necessity for a speed-up 
and Mr. Bingham, when we get to our presentation of the point 4 
operation, wil tell you a very “interesting story on India. There is a 
request, as you will note in here, for $115, 000,000 for India in this 
coming year. This request is entirely i in keeping with and consistent 
with the point 4 approach of tec hnical and demonstration equipment. 
It is thought wise by us, in view of the urgency of the situation in 
India, that we should speed up the operation in that country and try 
to compress into 3 or 4 years what might normally be done over 10 
years with very much less in the way of assistance from the United 
States. 

Senator Smita of New Jersey. Is that part of the $250 million that 
Chester Bowles was asking us for? 

Mr. Woop. That is the figure which it has finally been decided, 
partly as a result of Mr. Bowles’ recommendations, to request for 
India in the coming year, Senator Smith. 

Now, if I may go on—— 


CHANGES IN CONDITIONS IN SECTION 511 FOR BILATERAL AGREEMENTS 


Senator Green. Before you go on to another point I would like to 
make a suggestion. You referred to section 511 (a) as the probable—I 
don’t know whether it was more definite than that—point on which 
the refusal of the Indonesian Parliament to accept this gift was based. 
Is that right? 

Mr. Woop. That is correct. 

Senator GREEN. Well, that section 511 provides that— 

No military, economic, or technical assistance authorized pursuant to this act 
(other than assistance provided under section 408 (e) of the Mutual Defense As- 
sistance Act of 1949, as amended) shall be supplied to any nation in order to 
further military effort unless the President finds that the supplying of such 
assistance will strengthen the security of the United States and unless the recipient 
country has agreed to— 

(1) Join in promoting international understanding and good will, and main- 
taining world peace— 


and then it goes on with a total of six reasons that they have to agree 
to, and the thought is that they may not desire to so announce them- 
selves. The paragraphs read: 


(2) Take such action as may be mutually agreed upon to eliminate causes of 
international tension; 

(3) Fulfill the military obligations which it has assumed under multilateral or 
bilateral agreements or treaties to which the United States is a party; 

(4) Make, consistent with its political and economic stability, the full contribu- 
tion permitted by its manpower, resources, facilities, and general economic condi- 
tion to the development and maintenance of its own defensive strength and the 
defensive strength of the free world; 

(5) Take all reasonable measures which may be needed to develop its defense 
capacities; and 

(6) Take appropriate steps to insure the effective utilization of the economic 
and military assistance provided by the United States. 


Now I have this suggestion to make. Why would it not be better 
than to have them refuse and not receive this technical assistance to 
provide a further paragraph, ‘‘unless they are willing to pay for it’’? 
Then they will reach their objective and they will be “under no obliga- 
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tion to us under the terms of the act, but they would feel a moral 
obligation and it would not alienate them as they feel alienated at 
at present. They feel that the Americans are putting them in the 
position of a subjected nation of some kind, and being put to a 
certain extent under our power, but it would certainly make it possible 
for them to achieve what they want by permitting them to pay for the 
aid without the other conditions. 

Mr. Woop. Senator Green, section 511 (a) applies primarily to the 
military aid. 

Senator GREEN. It says “‘economic or technical assistance.”’ There 
is nothing primarily military about it. 

Mr. Woop. Well, it is section 511 (b) that deals with technical and 
economic assistance where such assistance is not in support of a mili- 
tary effort. Section 511 (a) does govern the extension of grant mil 
tary assistance. There are countries such as Canada, for example, 
which are now paying for the military items we supply. 


LOANS AND GRANTS TO SUPPLEMENT TECHNICAL ASSISTANCE 


Senator FuLtprigut. Canada? Her dollar is worth more than ours 

Senator Green. Why couldn’t we put Indonesia on the same basis 

Mr. Woop. Provision is made for furnishing military end-item aid 
on a reimbursible basis. That could, under the present law, be don 
the case of Indonesia. 

Senator Futsriext. Why wouldn’t they be willing to make an out- 
right loan, instead of taking these grants? 

Mr. Woop. One thing I neglec ‘ted to mention when I was discussing 
this question is the fact that Indonesia has received very substantia! 
amounts of loans through the Export-Import Bank. I believe there 
is an International Bank loan there as wel]. There are also som: 
private loans there. So all the financial arrangements between this 
country and Indonesia are not on a grant basis. 

Senator Green. Why shouldn’t we sell them these Diesel engines? 

Mr. Woop. We put these Diesel engines in, Senator Green, pri- 
marily in line with what I describe as the pump-priming or demon- 
stration principle. Their engines have now become so popular and 
are so much in demand that from now on it will be possible in larg 
measure to sell them these engines. 

Senator Futsricut. Isn’t it true that normally our great industrial 
concerns have performed that function? The man who makes thes 
things ought to be anxious to sell them. Are they not doing that 
because of the political relationship? 

Mr. Woop. In some cases. 

Senator Futsricur. Then the State Department ought to be out 
there enabling General Motors, or whoever makes these Diesels, to ¢ 
out there. 

Mr. Woop. The State Department is very active in promoting 
these treaties of friendship, commerce, and navigation. 

Senator GREEN. In that case they should be able to pay for them. 

Mr. Woop. The fact of the matter is that it is desirable, in view of 
the situation which exists in Indonesia, to have a small demonstration 
program which will get this process started. The people who are 
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now so avid for the Diesel motors would have none of them until they 
saw how they worked. 

Senator GREEN. Exactly. 

Mr. Woop. It is something like a salesman in this country. He 
has to go out with samples in his hand. 

Senator GREEN. But they don’t want to undertake these obliga- 
tions, and I don’t blame them, vet they do line up with us. We 
provide the military assistance, and then we say they have to go the 
limit 
make, consistent with its political and economic stability, the full contribution 
permitted by its manpower, resources, facilities, and general economie condition 
to the development and maintenance of its own defensive strength and the 
defensive strength of the free world. 

That does not include Russia, does it? 

Mr. Woop. No, and that was one of the phrases to which they 
objected. 

Senator GREEN. I don’t blame them. 

Mr. Woop. They said, “If we sign something publicly saying that 
we will contribute to the defensive strength of the free world, then we 
are proclaiming that we are joining with the United States against 
Russia.” 

Senator GREEN. What I asked you for was your comment on my 
suggestion that we might sell them this aid—give them the same 
amount of technical assistance you propose, and let them pay for it. 

Mr. Woop. That is our ultimate objective. 

Senator GREEN. Has any such proposal been made to thet 

Mr. Woop. Yes, and they are buying a great many things with 
their own funds, but it is our feeling that in order to get the demon- 
stration 

Senator GREEN. I am talking about paying for technical assistance, 
this model farm vou propose to build there and put into operation. 

Mr. Woop. I don’t know. Mr. Cleveland can answer the question 
as to whether we have urged them to pay for the technical assistance 
that the Mutual Security Agency is offering there. I don’t think we 
have, sir. Is that correct? 

Mr. CLevetanp. I would like to carry the problem a couple of 
steps further, if ] may, Senator Green. 

Senator GREEN. This is just a suggestion. I am asking for in 
formation. I would like to get your reaction. You know more 
about it, and have given more thought to it than I have 


BASIS FOR AIDING INDONESIA 


Mr. CLEVELAND. I think we have to go back a couple of steps to 
the basic reason why the United States is involved and interested in 
this area, including Indonesia. 

The Indonesian Government, after all, is a new government. It is 
newly independent, only just getting started in the building of its own 
relationships with other people, and its ability to survive in the kind 
of world in which it has been born. They are very, very short of 
technicians. Their Seeamoad consists of some Ministers, some 
secretaries, and a very, very small number of technical people in- 
between. They have yet to build the rel: eee that their govern- 
ment has to build between itself and the people it governs. There 
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is still a certain amount of insurrection and local disorder in some o! 
the islands. 

The problem that we are attacking with the economic and technica] 
assistance program there is the problem of enabling them to build uw 
the institutions that will relate themselves, relate the government te 
the people and vice versa; to build an agricultural extension servic: 
and rebuild it from what it was before the war; to build a kind of 
industrial extension service that they have for small rural industries 
to build up a small motorized fishing fleet instead of the sailboats they 
had before, and so on, and thus to enable a situation to develop i: 
which the people will feel, being very enthusiastic about their own 
advancement and their own economic development, that this newl) 
independent and democratic (in Asian terms) government that they 
have is able to perform the functions that a modern government 
has to perform in order to stay in business. 

Now, the slternative to that is, I think, for us to sit by and say their 
reserves are reasonably high, and so anything they get they pay 9 
They, not knowing the benefits of substituting Diesel locomotion for : 
sail, would not build up their fishing industry. 


BEST WAY FOR AIDING INDONESIA 


Senator Futpricut. Mr. Cleveland, I disagree with you that our 
only alternative to giving them things is to sit by and give them 
nothing. That is exac tly the point where I disagree all along. | 
think there are lots of ways to substitute a little imagination and brains 
for the money. 

For example, I think it would be wise to utilize the money in the 
area through a bank of their own, not our bank but I am thinking more 
of an area “regional benk. That is one idea that has been submitted 
to me, and I do not agree that the only thing we can do is just give 
them money or do nothing. The British did a lot of things for a 
hundred years that were not either giving money or doing nothing, 
and they were quite successful. Why can’t we have a little imagina- 
tion and energy and brains rather than always writing a check? 

Mr. CLEVELAND. I think, Senator Fulbright, that a lot of imagina- 
tion and a certain amount of brains has gone into this operation. 

Senator FuLsricut. But it always seems to involve a larger appro- 
priation every year, and a greater gift. 

Mr. CLEVELAND. And it does not consist primarily of a grant pro- 
gram. The United States made a $100 million loan to Indonesia that 
has been in the process of being programed and taken up over the last 
year and a half, and there are a number of other relationships, includ- 
ing relationships with some private firms in Indonesia. The only 
program that happens to require appropriations, and therefore comes 
for detailed review to the Congress, is the grant portion of this pro- 
gram. Thus I think that an impression is created that that is the 
only thing that is involved. Actually it is a relatively small piece of 
the total relationship. But it is a very crucial piece because unless 
this demonstration is carried out, unless the Indonesians are able to 
speed up their own economic development fast enough to succeed in 
their business of becoming a stable and well-supported, loyally sup- 
ported government in Indonesia, the alternative in Indonesia is dis- 
integration that would lead to the Communists taking over in their 
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favorite way; that is to say from within. And our problem, it seems 
to me, during this period is to get the Indonesian Government in a 
position where it can promote its own economic-development pro- 
gram, where it has the knowledge and the demonstrations have been 
carried on to a point where the problem is no longer how much they 
know, but how to get the program rolling; the problem then becomes 
more one of getting it financed and then to work out, as you say, 
Senator Fulbright, the best way of financing it. 

In the Indonesian case, the great bulk of what is imported into 
Indonesia now, of course, is not on a grant basis. The grants are just 
a tiny, tiny segment. The great bulk of it is financed through their 
own trade plus the capital development loan that the Export-Import 
Bank has made. 

Now, the objective in this program is to taper off the grant com- 
ponent of it as rapidly as possible to a pretty purely technical assist- 
ance basis, but if you start with only the technical assistance, as Mr. 
Hunnerwaddel and several thousand other technical assistance people 
around the world have found out, you can’t just advise people and then 
sit back and expect them to take the advice if they are not shown. A 
person, if he hears, and even if he sees, may doubt what you say, but 
if he does it with his own hands he won’t doubt, and that is re ‘ally the 
principle that this thing operates on. 

Senator GREEN. I don’t see that you have answered my question. 
Perhaps you have forgotten what it was, anyhow. 

Mr. CLEVELAND. It was as to why we can’t sell them the motors. 

Senator Green. Don’t limit it to motors. That was simply an 
illustration. I am talking about general technical assistance. 


How much money is in here for technical assistance? 
Mr. Cieve.anb. Eight million in the total program. 


RELAXING THE BILATERAL UNDERTAKINGS 


Senator GREEN. I can imagine a gentleman getting up on the floor 
of Parliament and saying, “Here, for $8 million they are asking us to 
sell our birthright. We have got to agree to join the free world, and 
that means to take the part of America against Russia in a possible 
war, or at least in preparation for the war. We have to spend huge 
sums, far more than the $8 million, in preparation for the war, devel- 
oping our defense capacities, and why should we do that? We ought 
to retain our independence that we just fought so hard to win. 

They would say, “If they were really our friends they would not 
put these six conditions on this sum ‘of money that they are advancing 
for us,” and I do not see why we should not, if we are anxious to have 
their friendship, offer either to give it to them or lend it to them, 
without any conditions attached exc ept that it shall be used for that 
purpose technical assistance setting up a model farm, or whatever 
it is you want to do in the way of technical assistance. 

That is the suggestion on which I am asking your comments. 
There may be objections to it that I do not see. 

Mr. CLEVELAND. I personally agree with your suggestion. The 
Congress, of course, did write into last year’s act the 511 provisions, 
so it had to be negotiated with the Indonesians with the results that 
have ensued in Indonesia. 
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Senator GREEN. You say the Government wants this? Being a 
mere Senator, the Senators say a lot of those things. The Govern- 
ment of Indonesia has refused to accept these conditions? 

Mr. CLEVELAND. The Government of Indonesia has officially signed 
the necessary undertakings. 

Senator GREEN. It is like one of these treaties the executive branch 
negotiates and sends up here and it requires our approval. 

Mr. CLEVELAND. The Cabinet has resigned, but the agreement has 
not been rejected. 

Senator GREEN. But the Government was overthrown on this basis 
That shows there was a little hard feeling on the matter, and the next 
government may be overthrown. Are we going to let all the govern- 
ments be overthrown until we get one favorable, not to the free 
world but to the Communist world? 

Mr. CLevetanp. There is an alternative, of course, which the 
Congress also wrote into law last year, and that is 511 (b), which 
makes it possible to receive economic and technical assistance but 
nothing on the military side. 

Senator Green. Now get to my question: What is your comment on 
my suggestion? 

Mr. CLeveLanp. Your question is—as I understand it. Senator 
Green, you asked two questions. One is, Would it not be a good idea 
to do this job without all these conditions in the law? 

Senator GREEN. So far as economic assistance is concerned. 

Mr. CLEveLanp. And my own feeling is that it would be preferable 
to do the technical-assistance job without writing this kind of political 
condition into our agreements with the Government. 

Senator GREEN. Very well, That is one. 

Mr. CLevetanp. I understood you to ask another question, as to 
why we could not sell them the material. 

Senator GREEN. It was nothing of the kind. I will say it all over 
again. I said we could either offer to lend them the money instead 
of granting it to them in technical assistance—lend them money for 
that specific purpose—or, if they did not want to take it and sign these 
agreements, to pay for it. 

Mr. CLEVELAND. We have offered to give it to them for that pur- 
pose. 

Senator Green. There are a lot of conditions attached, 

Mr. CLEvELAND. The conditions were fixed by Congress last year, 

Senator GREEN. I said, free from those conditions. Give them the 
money for that purpose. 

Mr. Woop. Our masters. the Congress, said, “If we give them any 
money, they have to meet those conditions.” That was the congres- 
sional order to us. 

Senator Green. That is in the bill; yes. Well, now, I am suggest- 
ing that in this new bill we put it in the other way. I wanted to 
know your comment on it. 

Senator GREEN. We are trying to buy friendships around the world 
without tying them up with obligations which far outweigh what we 
give. 

Mr. Woop. As a matter of fact, the executive branch of this 
Government recommended last year that these conditions not be put 
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in as stringently as they are. It was the Congress that told us to 
get—— 

~ Senator Green. Then, I say, if I understand you correctly, there 
is no objection to striking these conditions out? 

Mr. Woop. May | say, if these conditions are stricken out, they 
should be stricken out in their application-to all countries. 

Senator Green. What is your comment on that suggestion? 

Mr. Woop. My comment would be as it was last year, that I don’t 
believe we gain much by writing in such stringent conditions as com- 
pared with what we would have gained if they were not in. Most of 
these countries are with us. What they fear to do, and object to 
doing, is to proclaim publicly that they are joining with the western 
alliance. : 

Senator Green. I don’t blame them. I think we are asking too 
much for the money. 

Mr. CLEvELAND. They have the same attitude toward no entangling 
alliances that our own leaders did 2 or 5 years after their independence. 


INTERPRETATION OF SECTION 511 OF MSA ACT OF 1951 


Senator Smiru of New Jersey. Taking 511, Mr. Wood, in the light 
of your discussion, why shouldn’t you limit (a) under 511 to military 
and leave out the words “economic and technical,”’ and then have 
(b) cover the economic and technical? Do you see what | mean? 
Limit those conditions there to military. 

Mr. Woop. That, I believe, is the effect of this language. Is that 
not true? 

Senator Smirx of New Jersey. I think what you are driving at is 
some of the North Atlantic countries. You thought all three things 
applied and you ought to be bound by (a); and then you thought this 
(b) applied to other countries in the Middle East and Far East, which 
would accomplish the same purpose, to limit the conditions to the 
military and make (b) the economic and technical. 

Mr. Woop. I think the effect of (b) is to say exactly that; (b), you 
see, starts out, ““No economic or technical assistance shall be supplied 
to any other nation unless the President finds that the supplying of 
such assistance * * *,”’ so that (b) is really one that applies to 
the economic and technical assistance, and (a2) is the one that applies 
to the military assistance. 

Senator Smiru of New Jersey. But you have added the words 
“economic and technical’ to (a). 1 would strike out ‘‘economic and 
technical” in the first line of (a) and strike out the word “other” 
down in (b). Wouldn’t that meet your point, Mr. Chairman? 

Senator GREEN. Yes; it does. 

Senator Smiru of New Jersey. It seems to me it meets the discussion 
we are having here. 

Mr. Woop. Maybe I can clarify this. Where a country is receiving 
both military and economic assistance, it is our interpretation of this 
section of the law that they have to give the assurances prescribed 
in section 511 (a). Then, where they are receiving only economic 
assistance and not military assistance, it is only necessary for them 
to give the assurance which is prescribed in section 511 (b). 

Senator Green. Which countries come under the latter head? 

Mr. Woop. Burma, for example. 
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(Discussion was continued off the record.) 

Senator Sir of New Jersey. I think your language would be 
much better to leave out “economic and technical” in (a). 

Mr. Woop. I think that might be clearer. 

Senator GrtLerre. Mr. Chairman, there are two or three matter 
on which I need enlightenment, if I may ask some questions. 

Senator Smirx of New Jersey. Might I ask Mr. Marcy to mak: 
a note of these points I am raising? 

Pardon me, Senator. 

Senator Gitterrr. May I ask two-or three questions? 

Senator Smiru of New Jersey. Certainly. 


REASONS’ FOR REMOVING RESTRICTIONS ON CERTAIN AID PROGRAMS 


Senator Gitterre. Mr. Wood, I am interested in the paragraph 
at the top of page 6 of the bill, in which with reference to economi 
assistance under title III, this sentence is ’ added: 

Appropriations made pursuant to this subsection may be used without being 
limited by section 503 of this act. 

What is the reason for that language, removing that limitation 
that we have in the Mutual Security Act of 1951? 

Mr. Woop. The reason for that language, Senator Gillette, is as 
follows: Burma and Indonesia are two countries in this area which 
under the coming legislation, are not to receive any military aid 
from the United States. Therefore, there is not in either of thes: 
countries what may be called a mutual defense program. 

Section 503 of the act states that the Mutual Security Agency 
cannot carry out a program of assistance anywhere unless it is neces- 
sary for carrying out mutual defense programs. 

Senator Gittetre. That is, after June 30, 1952. 

Mr. Woop. After June 30, 1952. It is in our view necessary and 
desirable for the Mutual Security Agency to continue after June 30, 
1952, this technical assistance and economic program activity in 
Indonesia and in Burma where, while there is not a mutual defense 
assistance program going on—that is, where we are giving them no 
military aid—they are an integral part of this whole area which is 
under such very serious threat. 

The Mutual Security Agency has missions there now; it knows 
the people, it has been handling this situation. One cannot tell 
whether, in view of the geographic al position of those countries, the 
military situation may develop in such a way that it would be 
necessary and desirable to give military assistance. 

As you know, particularly in Burma, there is very considerable 
disorder. There are many insurgents there. For that reason it is 
desirable for the Mutual Security Agency to be able to continue to 
carry out these programs in these two areas. 

We can, under the terms of the law as we now interpret them, 
carry out these similar kinds of grass-roots technical assistance pro- 
grams in all the other countries of this area because in those countries 
there are at present mutual defense programs. We are giving some 
military aid to the Philippines, to Thailand, and to Formosa; and it 
seems to us clear that this sort of a program of technical assistance 
to agriculture, to health, and for other related purposes is really 
essential, in view of the conditions which exist in these areas, for the 
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carrying out of mutual defense programs as stated in section 503 of 
the act. Without such programs, the threat of instability and dete- 
rioration of internal conditions would make the effective carrying 
out of a mutual defense program impossible. 

Senator Gituerte. | think that answers it, Mr. Wood. 


CONTRIBUTIONS TO UNITED NATIONS KOREAN RECONSTRUCTION AGENCY 


Now, my second question is one that has reference to the provision 
of the act that is amended by the last paragraph on page 6, with 
reference to the contribution of the United States to the United 
Nations Korean Reconstruction Agency for use in its relief and 
rehabilitation operations in Korea. 

Under the onginal act we contributed $45 million as our contribu- 
tion to the General Assembly of the United Nations. That continues 
available, as I understand it. 

Mr. Woop. That we are requesting be continued available. 

Senator Gitterre. How much of that has been spent? 

Mr. Woop. That has not even been appropriated, Senator Gillette 

What happened was this: in an earlier law the Congress authorized 
and appropriated $50 million for this purpose, and of this amount 
$10 million has been spent. Forty million is still available from 
that source and has been appropriated. 

Senator Gituterre. Is that in addition to the $45 million? 

Mr. Woop. That is correct, sir. Then, in addition, the last 
Congress authorized, but did not appropriate, $45 million for this 
purpose. 

Senator Gitterte. Which would make $75 million? 

Mr. Woop. Which would make $95 million, sir, of which $10 
million has been spent, leaving $85 million. 

Then we are also requesting authority, when, as, and if UNKRA 
takes over, which would be 6 months after the truce or the end of 
hostilities, to contribute up to $67.5 million out of the Army pipeline 
for this purpose. In this way the total contribution pledged by the 
United States to the United Nations for this activity, subject, of 
course, to appropriation by Congress, of $162.5 million out of a total 
program of $250 million to be contributed by us and other members 
of the United Nations could be made available. 

The problem, of course, is that, if and when the truce does take 
effect and the Army starts to withdraw from its relief and rehabilita- 
tion activities there, UNKRA must begin to fill up a pipeline in order 
that it can take over from the Army and carry on. 

Senator Gitterre. The question that came to my mind was the 
concluding sentence of that paragraph: 


The value of goods and services made available pursuant to the precedirg 
sentence shall be credited toward the contribution to be made by the United 
States to the United Nations Korean Reconstruction Agency. 


If our contribution was $90 million, this is not to be credited to the 
$90 million but is in addition to it? 

Mr. Woop. It is in addition to it. It is the Army’s pipeline that 
| mentioned. 

Senator Gitterrr. The language that it is to be credited to our 
contribution is not clear as to whether it is to be an additional con- 
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tribution or whether it is to be credited to a contribution that we hay, 
made, the $90 million herebefore. 

Mr. Woop. We have agreed, subject to the approval of the Con- 
gress, to make a contribution totaling $162.5 million. 

Senator Gitterre. Don’t you think possibly that ought to b 
made clearer in the language, that it is cumulative, and instead of « 
part of the contribution we have already made? 

Mr. Woop. We thought, Senator Gillette—I may be wrong—that 
the phrase “to be made”’ 

Senator Gitterre. Would take care of that? 

Mr. Woop. Would take care of that. Perhaps we can examine it 
and see whether there is a way of making it somewhat clearer. 

Senator Gitterre. It was not clear to me. I am perhaps a little 
slow. 


TRANSFERABILITY CLAUSE UNDER TITLE II 


Just one other question: Under the existing act, as you know, going 
back to the Near East, under title II, there is provision in section 202 
of title I] that the President may transfer 10 percent of those sums 
made available under that act. That, of course, is in addition to th 
general transferability. Do you think that that should remain in 
here? He has the authority under the general transferability. As 
you know, I have been rather tedious on that question, but he still 
has, in addition to that area transferability and purpose transfe1 
ability, the special provision of the 10 percent of this sum that we 
are now making available under this act, or $606 million. He stil! 
can transfer 10 percent of that in addition. Do you think that ought 
to remain? 

Mr. Woop. I will ask General Olmsted to answer that, if I may 
This affects the military. 

General O_tMstep. Senator Gillette, the title II provision for mili- 
tary aid specifies Greece, Turkey, and Iran. Now, this 10 percent 
within the title would permit the addition of other countries in thi 
area. The effect which you question, about if he transferred moneys 
from title I to title 1] under that area transferability, of the sums so 
transferred only 10 percent could then go to countries other than 
Greece, Turkey, and Iran. 

Senator GrLLerre. Yes. 

General Outmstep. In order to be specific with figures, say of our $4 
billion requested, if $400 million were to be transferred to title 11, 
then only 10 percent of the $400 million, or $40 million, would be 
available to other countries. 

Senator GrtLerre. It can also be transferred to another area o1 
another title, so it could be made available to these other countries 
It. is not limited to transfer to a title alone. It can be a title or area, 
so that there would be 20 percent—no; there would be 10 percent of 
the total amount there that could be transferred to these new countries, 
and 10 percent of the amount made available in title IT could be trans 
ferred also. Could it not? 

General Outmstep. We do not understand it that way, sir. 

Senator Gitterre. Perhaps I am wrong. 

General OtmMstep. Perhaps we are. You may have raised a ques- 
tion here that should be examined. 
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Senator Gitterre. I don’t think we can determine it right now. 
[t will take further study, so I won’t take your time now. 

That is all, Mr. Chairman. 

Mr. Woop. I did, Senator Gillette, make a statement yesterday 
after you left about the transferability provisions which, if you get a 
chance, vou might be interested in looking at. 

Senator GitLerre. | will make the chance. 

Mr. Woop. Then, if vou have any further questions, I would like 
to talk with you about it. I think, as I said yesterday, you are quite 
right that, as it stands in the bill, it is not clear just why this provision 
for transferability both within a title and between titles is desirable. 
| think there is a very clear, and, to me at least, persuasive, reason 
why this authority is desirable and, in fact, necessary in this changing 
world of ours. I would like, after you have read my statement, if you 
have any further questions, to have a chance to talk with you about it. 

Senator GILLETTE. Thank vou. I shall be very glad to. 

(The following additional statement was submitted for insertion: ) 


STATEMENT REGARDING SECTION 202 Murvuat Security Act or 1951 


It is believed that the authority of this section should be continued. It enables 
the President, under certain conditions, to transfer funds available for military 
assistance under title II from Greece, Turkey, and Iran to the other countries in 
the Near East area. The enactment of this section was an evidence of the interest 
of the United States in increasing the military strength, defensive capacity, and 
political stabilitv of the Near East. To date, conditions have not justified action 
under this section. However, there are now indications that these conditions 
may change. Plans for the early establishment of a Middle East Command are 
under Way, and the possibility of see iring military equipment and training 
should be an important inducement to the States of the area to cooperate with 
the Command. 

Such assistance would be used selectively and carefully as part of an integrated 
and coordinated program to strengthen those Near East states which are willing 
to cooperate in the effort to strengthen the free world 

Any United States arms assistance to the area during 1953 would be of modest 
dimensions. The character and size of assistance programs will be conditioned 
by availabilities in the light of other requirements and priorities, as well as by 
our assessment of the capacity of the particular Near East states to put equipment 
to effective use. 


Mr. Woop. Now shall we go on with our discussion of this are: 
[ had, as you will recall, set forth the amounts of assistance requeste < 
| would like to refer back again to the fact that what we are proposing 
now is to take up the military assistance for the whole area of Asia 
and the Pacific and that segment of the economic assistance which 
deals with the southeastern Asian area, and which is administered by 
the Mutual Security Agency. At a later time, when Mr. Bingham 
comes before you to testify on the Technical C ooperation Adminis- 
tration, he will take up the rest of the area, which includes India and 
Pakistan, Nepal, Ceylon, and Afghanistan. 

We will now proceed to cover, if we may, the southeast Asia area, 
which contains Burma, Formosa, Indochina, Indonesia, the Philip- 
pines, and Thailand. 


MILITARY ASSISTANCE TO FORMOSA 


I would like, if I may, first, to ask General Olmsted to proceed to 
give you the main facts and figures about our military assistance 
program to Formosa. Following that I would wish to take up the 
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economic ‘and technical assistance aspects of the program { 

Formosa. Following that I would like to ask General Olmsted | 
run right through the military program for the rest of the countri 

in the area, and then if you wish, we can have Mr. Cleveland 

through the details of the programs of economic and technical assi: 

ance in that area. 

Will you proceed, General Olmsted? 

General O-msrep. Mr. Chairman, the “NGRC” that appears « | 
those two charts 1s the “National Government of the Republic 
China on Formosa.”’ 

What we hope to accomplish with that money, and the end iten 
that are specified over here under the majority category breakdow 
is as follows. (Discussion was had off the record.) | 

General Bradley testified yesterday that the Chinese Army, wh 
we initiated this program, was organized imto a larger number 
divisions of lesser strength. Under General Chase, our mission chiet 
guidance, those divisions are being consolidated into a smaller numb. 
of stronger divisions with no dimunition of the total manpower. Th 
1953 program will provide the remainder of the initial equipment fi 
their total force. 

I might say that one of my officers just returned from there ha 
given us very complimentary reports about the self-help that th 
Chinese are undertaking to the nature of the production of sma! 
arms and ammunition, mortar and mortar ammunition. They a 
even doing somethiog that we find very difficult ourselves to do; the 
are making ammunition for recoilless rifles. 

Senator Green. This is all in Formosa? 

General Otmsrep. Yes, sir; with foundry and factory machine: 
that first was carried back from Shanghai to Chungking during th: 
period of the Japanese tavasion; then brought to the coastal citie: 
and when the Communists overran the coastal cities it was carried b 
ship to Formosa. 

Senator GREEN. What proportion, do you suppose it 1s, of the tot; 
we supply China? 

General O_msrep. I would estimate, Senator, that they got mos! 
of their foundries and arsenal machinery out, just as they saved mos 
of the foundry and arsenal machmery when the Japs invaded thei 
coastal cities. 

And I will point out, too, that that is almost wholly equipment that 
they had prior to the initiation of any lend-lease program on our part 

Senator GREEN. The same thing was not true of munitions ulready 
in being. 

General Otmstep. No, sir. Much of their unit equipment was 
lost as the units were overrun and surrendered, but their factory and 
foundry equipment, they have salvaged almost all of that. 

Our Navy program is a modest program. 

Senator GREEN. Senator Tobey and I are the only ones here, an: 
I know that Formosa is a subject that looms largely in the minds o 
all the members. They are probably more interested in Formos 
than all the rest of the area put together, and I don’t know whetlh« 
it would be better to wait for the full committee to be here rath: 
than to hear you now. You would save time, I think, in the end | 
we deferred this testimony now on Formosa. We may go on with 
the rest of it. 
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Mr. Woop. Would the same apply, Senator Green, do you think, 
to Indochina? 

Senator GREEN. Yes, I would think so. 

Senator Toney. Yes. 

Mr. Woop. There is a lot of interest in Indochina and in the 
Philippines. 

Senator Green. My idea was that we have a little time un 
comes to a vote up on the floor, which might come at any time. 

Mr. Woop. May I make this suggestion, that we take up some of 
the smaller military programs, possibly Thailand? 

Senator GREEN. Yes, and save the others to the end 

Senator Toney. Your black figures are supposed to total the red 
one, aren’t they? 

General OtmMstep. Yes, sir. 

Senator Toney. They do not. 

General O_mstrep. You will have to add the shipping charges. 
The discrepancy is in what we call “PHC & T,” “Packing, handling, 
crating, and transportation.”” That is not broken down within the 
countries, and if vou add the matériel column and the training column 
it should equal the total column, but the red figure of $4,070,000,000 
has to be the sum of the matériel plus the PHC & T plus the 
traiming. 

Senator Toney. Why do we persist in using that word “matériel” 
instead of material? I get so sick of it! What is the matter with the 
good old English words? 

General O_mstep. The soldier's view of that is that “material” 
envisages many things in addition to purely military things. When 


we use the word ‘‘matériel’” we are talking about military end items. 
Senator Tospry. It always angered me a little bit. I never liked 
ii myself. We are aping somebody eise all the time. 
Senator GREEN. It is another of those words to which 


Department gives its own peculiar and particular definition. 


MILITARY ASSISTANCE TO THE PHILIPPINES AND THAILAND 


Mr. Woop. Shall we proceed with Thailand? 

Senator GREEN. Yes. 

General O_mstep. The problem of the Philippines and Thailand 
is quite similar, and I will talk about both of them together. Our 
objective is the objective of internal security. We have concluded 
the initial equipment problem in the Philippines for a number of 
battalion combat teams. We are not trving to organize the Philip- 
pine force above the battalion level, a battalion of infantry supported 
by a battalion of artillery. 

(Discussion was continued off the record, 

It is an illustration, and Thailand is the same, of what we hope will 
be a declining trend in costs once we get the capital equipment in 
place for the forces. 

Now, in Thailand the mission is comparable. We are equipping 
hose forces for the purpose of maintaining internal security. We are 
rganizing the ‘i hai forces in regimental combat teams rather than 
battalion combat teams; roughly, a regimental combat team is three 

mes the size of a battalion combat team. This program will com- 
lete the equipment of the planned forces. 
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(Discussion was had off the record.) 

General O_tMstep. In both of these areas we have placed gre: 
emphasis on the training program, because we started with ree 
that had no trained noncommissioned officers, and the training statu 
of their officers was not very advanced. So much of our emphasis 
today is first in forming schools of our language speaking personne! 
their personnel that can speak our language. Having e .dueated them 
then beginning to use them as instructors in their own schools, and 
finally developing a flow of students out to the units. 

We feel quite happy about the progress that has been made in both 
of those areas with the program. In Thailand we are over the hill 
now on the matter of cost of our capital equipment. We hope that 
we will quite rapidly now come to a maintenance level which will 
lower, and part of this is used in both cases for capital equipment 
expenditures. In both countries it is supported by our economic 
program. 

Both of these countries are beginning to make and provide for 
themselves the less complex items of equipment—all of their uniforms 
their housekeeping equipment; of course we don’t program that any 
way, but they are beginning to get into the production of the other 
type of equipment. 

General Bradley said yesterday our major concern in the Philippines 
is to improve the mobility and intercommunicability of these light 
units that move rapidly in the sensitive areas where there is guerrilla 
trouble. In Thailand we have pretty much a limitation on account 
of the terrain. 

Senator Green. I should think that in both countries the water 
transportation would be a very considerable element of concern. 

General Otmstrep. The water transportation? Well, sir, because 
of the mission of these forces, which is an internal security mission, 
we are not much concerned about being able to move them across 
water. 

Senator GREEN. Not across water, but up the streams. 

General Oumstep. That developed into a very great problem in 
Indochina, which 1 will talk about when we get to that. 

Senator GREEN. Isn’t the same thing true of Thailand? 

General Otmstep. It would be if we had got into any kind of 
major operation there. We would have to use the waterways almost 
exclusively, that is right. 


KOREAN MILITARY ASSISTANCE PROGRAM 


We have a very small program for Korea which is exclusively a 
training program. We feel that we are making good progress now 
with the Republic of Korea forces because it is a program of equipping 
and eeune their leaders. We are not asking for end item equipment 
for Kores 

emcney GREEN. Is that entirely for training here in this country? 

General OtmsteD. For the Koreans? 

Senator GREEN. Yes. 

General OLtmstep. Yes, sir. We have extensive lower level training 
courses going on right there in Korea, but that is absorbed as part of 
the cost of the operation there, and is not under the Mutual Security 
legislation. 
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Senator GREEN. Is it more expensive to train them here than it 
would be to train them in Korea? 

General Outmstep. Yes, sir, but the tvpe of training we are doing 
here is of the more advanced type. 

Interestingly enough, a large percentage of the 
officers we have brought over here were former officer 
Army and got their initial training as soldiers und 

Senator GREEN. But they are Koreans? 

General Outmsrep. Thev are; oh, ves. They fo 
the current action in Korea, and we tried to get 
group from the late twenties to the late thirties, so that th 
a substantial active military life ahead of them, and 
generally speaking of Captain and Major. 

Senator Toney. Are they naturally very intelligent? 

General OtmMsrepb. Very. 

Senator GREEN. We are going to omit China and Formosa 

General OtMstep. | mentioned we had no military program for 
Indonesia. 

Mr. Woop. That eovers all except those we were gomme to omit 

Senator Green. | think, then, we had better adjourn until tomor- 
row. It is just lacking 10 minutes until we have to go up anyway. 

Mr. Woop. We can take up Formosa and Indochina tomorrow, 
and then proceed with the economic story. 

Senator GREEN. | don’t know whether we will get to that. 

Mr. Woop. It isas vou wish. You can run through it very rapidly 
or, depending upon what questions develop, take a longer time. We 
had quite a few questions on the economic side this morning, as ] 
recall, 

Senator GreeEN. We may have the same situation develop to- 
morrow. 

Mr. Woop. Is it 10 o'clock again tomorrow? 

Senator GreEeN. Ten o'clock tomorrow. 

Thank vou very much, gentlemen. 

(Whereupon, at 12:50 p. m., the hearing was adjourned, to recon- 
vene on the following day. Wednesday, April 2, 1951, at 10 a. m.) 
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WEDNESDAY, APRIL 2, 1952 


UnitTep STaTes SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
Wash ington, PP iG}. 
EXECUTIVE SESSION 


The committee met, pursuant to adjournment on Tuesday, April 1, 
1952, in the committee hearing room, United States Capitol, at 10:30 
a. m., Senator Theodore Francis Green (acting chairman) presiding. 

Present: Senators Green (acting chairman), Fulbright, Sparkman, 
Wiley, Smith of New Jersey, Hickenlooper, and Gillette. 

Present of committee staff: Dr. Wilcox, Mr. Marcy, Mr. Holt. 

Senator GreEN. The committee will come to order. 


Mr. Wood, we will proceed. 


TESTIMONY OF C, TYLER WOOD, ASSOCIATE DEPUTY DIRECTOR, 
MUTUAL SECURITY AGENCY; JONATHAN B. BINGHAM, ACTING 
ADMINISTRATOR, TECHNICAL COOPERATION ADMINISTRA- 
TION; STANLEY ANDREWS, CONSULTANT TO SECRETARY OF 
STATE, POINT IV PROGRAM; AND ARTHUR Z. GARDINER, 
ECONOMIC ADVISER, BUREAU OF NEAR EASTERN, SOUTH 
ASIAN, AND AFRICAN AFFAIRS 


Mr. Woop. Mr. Chairman, the subject we propose to cover this 
morning is the point IV program. Prior to getting into that, I should 
like to insert in the record a brief statement on a subject which arose 
vesterday, and which, I felt, was left a little unclear 


INTERPRETATION OF SECTION 202 ON TRANSFERABILITY 


You will recall that Senator Gillette asked some questions about 
section 202 of the Mutual Security Act of 1951 which authorizes the 
transfer of 10 percent of the funds which are made available for 
military assistance under title I] for Greece, Turkey, and Iran to 
provide military assistance to other countries in the Near East area. 

This is a brief statement on the subject which I think the committee 
will find useful to have in the record when it studies the problem. It 
clarifies the earlier discussion, and I would like to read it. 

Senator GREEN. You want to make clear the unclear situation in 
which we are left? 

Mr. Woop. That is correct, sir. May I? 

Senator Green. I think we would be glad to be clarified now. 

Mr. Woop. The statement reads as follows: It is believed that the 
authority of section 202 of the Mutual Security Act of 1951 should be 
continued. 
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It enables the President, under certain conditions, to transfer funds 
available for military assistance under title Il from Greece, Turkey, 
and Iran to the other countries in the Near East area. 

Enactment of this section was an evidence of the interest of the 
United States in increasing the military strength, defensive capacity 
and political stability of the Near East. 

To date, conditions have not justified action under this section. 
However, there are now indications that these conditions may change. 

Plans for the early establishment of the Middle East Command are 
under way, and the possibility of securing military equipment and 
training should be an important inducement to the States of the area 
to cooperate with the command. 

Such assistance would be used exclusively and carefully as part 
of an integrated and coordinated program to strengthen those Near 
East states which are willing to cooperate in the effort to strengthen 
the free world. 

Any United States arms assistance to the area during 1953 would 
be of modest dimensions. The character and size of assistance pro- 
grams will be conditioned by availabilities in the light of other require- 
ments and priorities as well as by our assessment of the capacity of the 
particular Near East state to put equipment to effective use. 

Senator GREEN. Is there any objection to the inclusion of that in the 
record? 

Senator SmirnH. No, sir. 

Senator GREEN. It will be included. 

Senator WiLry. It is already in. 

Mr. Woop. Did I speak clearly, Mr. Chairman? 

Senator GREEN. Yes. 


WITNESSES ON TECHNICAL ASSISTANCI 


Mr. Woop. Now, we come to the point 4 program, Mr. Chairman, 
a very important element, indeed, in this whole Mutual Security 
Program. We have present with us this morning to present that 
program, Mr. Jonathan B. Bingham, who is on my left here, and who 
is Acting Administrator of the Technical Cooperation Administration, 
which administers the point 4 program. 

I might just sav that he was the personal choice of Dr. Bennett as 
his deputy while he was still alive. 

Senator Winey. A distinguished son of a distinguished father. 

Mr. Woop. Yes, indeed. 

Mr. Brnauam. Thank you, sir. 

Mr. Woop. He will present the over-all program. On Mr. Bing- 
ham’s left is Mr. Stanley Andrews, Director of the Office of Foreign 
Agricultural Relations in the Department of Agriculture. I believe 
he is well known to the committee. 

He has been on loan to the State Department as special consultant 
to the Secretary of State for point 4 since early January. He made the 
trip of inspection and observation which Dr. Bennett was on at the 
time of his death. You will recall Dr. Bennett’s tragic death in an 
airplane accident while he was making this trip. We were most 
fortunate in being able to persuade Mr. Andrews to pick up where Dr. 
Bennett was forced by his death to leave off, and to make this trip. 

He will give the committee the benefit of his first-hand observations 
of the field programs in the Middle East and south Asia. 
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FUNDS REQUESTED FOR TECHNICAL ASSISTANCE UNDER THE 
TITLES 


SEPARATE 


Before 1 pass the mantle to Mr. Bingham, may I just say that the 
point IV program is contained chiefly in three titles of this bill. In 
title LV, which covers the American Republics, all of the technieal and 
economic assistance funds requested are to be administered under the 
point IV administration. 

Senator GREEN. As requested by whom? 

Mr. Woop. As requested by the administration in its bill, sir 

For the Latin-American states, the total requested in this bill for 
technical and economic assistance is $22,000,000 

In title I, which covers the Near East and Africa, the great majority 
of the programs there are under the jurisdiction of the Technical Cc 
operation Administration. The technical assistance, or point I\ 
program, for this area amounts to a total of $55 million. Title Il also 
includes an additional $76 million for economic assistance to Israel, as 
was brought out vesterday, which is not part of the point LV or techni- 
cal assistance program. Mr. Bingham will not deal with that Israel 
program, but Mr. Arthur Gardiner of the State Department will, 
when Mr. Bingham has finished, cover that subject. 

Title IT also includes $65 million for the Palestine refugee program. 
That program deals with the care and resettlement of the Arab 
refugees from Palestine. It is not part of the point 1V program, and 
it is not under the management of the Technical Cooperation Adminis- 
tration. Mr. Gardiner will cover that program as well. 

Title 111 which covers Asia and the Pacific, includes point 1V 
programs totaling $150 million, 1 might note, in passing that the 
largest segment of this $150 million request is for India, amounting 
to $115 million. Mr. Bingham will cover these. 

Senator Smiru. Mr. Wood, can I just interrupt vou a minute on 
this table. You have got one column headed “DOD” and the next 
column “MSA” and the next column “State.” Does that 
this the State Department runs it; is that what it means? 

Mr. Woop. Yes, sir. When “State” is mentioned, that means 
that the State Department or the Technical Cooperation Administra- 
tion. If vou are referring to title IIT, it means that the Technical 
Cooperation Administration is handling the programs which are set 
forth for Afghanistan, Ceylon, India, Nepal and Pakistan 


mean on 


rcA PROGRAMS UNDER TITLE Il 


You may become a little confused by the listing under title II. 
If vou look under the heading “Technical and economic assistance,’ 
you should not assume that all the items represent point IV. You 
will note that certain programs are included which are not managed 
by point IV, notably the program in Greece; moreover $76 million 
of the $79 million shown for Israel, as 1 just explained, is not a point LV 
program, It is managed by TCA but is not a technical assistance type 
of program, not a program of the kind which has been denominated 
by the term “point TV.” But in title TIT, all of the amounts listed 
under “State” are technical cooperation programs. 

Senator Smiru. Title 11 in the second column-—coes that mean 
that State administers all those? 
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Mr. Woop. No, sir: not in title IT. 

Senator Smrru. “Economic and technical assistance. State.”’ 

Mr. Woop. If you wish, T can now indicate which of the title¥IT 
programs are the point IV programs. They are the programs for 
Kgvpt, Ethiopia, Liberia, Libya, Iran. Traq, and the other specific 
Arab states. In the case of Israel $3 million of the $79 million is 
also for a point TV program. The balance of $76 million will be 
administered under the management of the State Department and 
the Technical Cooperation Administration. However, it is not a 
point IV program, as was brought out in the evidence vesterday. 

Senator Smrru. In other words, “‘State’’ is correct; all those items 
in this second column are under the State Department? 

Mr. Woop. That is correct; all except Greece and Turkey, sir, 
Greece and Turkey economic or defense support assist 
the Mutual Security Agency. 

Senator Smrru. What does “DOD” mean? 

Mr. Woop. Department of Defense. That column 
military assistance. 

Senator SPARKMAN, Mr. Wood, I wonder if you would mind 
starting that again, giving strictly the point IV funds in that™table, 
that is under title II. is it not? 

Mr. Woop. Title IT: ves, sir. 

Senator SPARKMAN, All of Egypt in point IV? 

Mr. Woop. All of Egypt is point IV. 

Senator SPARKMAN, And al] of Ethiopia? 

Mr. Woop. All of Ethiopia. 

Senator SPARKMAN. Any in Greece? 

Mr. Woop. None in Greece; that is managed by the Mutual 
Security Agency. . 

All of Tran, all of Iraq, $3 million of the total] of $79 million Israel: 
as I said before, the balance of $76 million is und 
of the State Department. 

Senator SPARKMAN, Yes, ] understand that: 

Mr. Woop. Well, that js the 
Senator Sparkman. 

Senator SpaRKMAN. Yes. ] understand that. 

Mr. Woop. That involves economic assistance in the 
ports which are necessary to permit the absorption of tho 
come into Israel, so that these refugees will be able to liy 
tain minimum standards of existence. 

Senator Sparkman. Yes. 

Mr. Woop. The total amounts for Jordan, Lebanon. Liberia, Libya, 
Saudi Arabia, Syria, and Yemen are for point IV. Turkey, again, i 
under the Mutual Security Agency. 
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TECHNICAL ASSISTANCE FOR LATIN AMERICA 


May I correct one slight error which T made earlier? I gave the 
total point IV assistance proposed for Latin America as $20,600,000. 
The total is $22 million rather than $20,600,000. 

Senator SPARKMAN. What table is that shown on? 

Mr. Woop. That is shown under title IV, which follows immedi- 
ately after Asia and the Pacific; title ITT. 

Senator GREEN. $20 million? 
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Mr. Woop. $22 million. 

Senator SPARKMAN. It is the figure below. 

Senator GREEN. $20,600,000 ought to be what? 

Mr. Woop. | read that figure by mistake. I read this figure for the 
total. 

Senator GreEeN. The table is correct? 

Mr. Woop. The table is correct. It includes a regional project 
which I omitted when I gave the figure in the first instance. 

Senator SmirH. Did you not increase that Latin American figure 
substantially this year over last vear? 

Mr. Woop. It is a $4 million increase, Senator Smith, over last year. 

Senator Smira. I understood that we did not spend it all last vear. 

Mr. Woop. Mr. Bingham, can you comment on that? 


OBLIGATION OF FUNDS 


Mr. eee We expect to have that fully obligated by the end 
of this year, Senator. 

Senator Sie, That is where we are getting our biggest criticism 
of this whole thing. There is a lot of money unobligated, and if that 
is so, why should we not use that unobligated money in this year’s 
budget? That is the thing I cannot explain to people. 

Mr. Woop. Senator Smith, the forecast is that while, as of today, 
there is a considerable amount of unobligated funds, as of the end of 
the fiscal vear.there will not be any substantial amount of unobligated 
funds. Therefore, to continue these programs it will be necessary to 
have the additional funds requested in the bill which is now before 
the Committee. 

Senator GREEN. Are there preliminary negotiations going on.which 
would lead ultimately to 

Mr. Woop. Yes, sir; that is exactly the point. It is the same in 
the case of the unobligated funds for the military assistance with 
respect to which Gener: ral Olmsted gave, I thought, a very clear ex- 
planation to the committee veste day. 

Senator Green. He made it very clear. 

Senator SparKMAN. I assume that situation of unobligated funds 
arises from the fact that you spread your program over the year. 

Mr. Woop. That is correct. 

Senator SPARKMAN. And, as a matter of fact, I assume it would be 
wasteful—it would be uneconomic and, perhaps, wasteful, if you were 
an to make your contracts within the first few months of the 
fiscal year. 

Mr. Woop. That is just the point, Senator Sparkman. 

Senator Witry. But they did not get the money until October. 

Mr. Woop. The bill was signed at the end of October this last year: 

Senator Witey. Yes. 

Mr. Woop. But the point is well taken. If, in order to have smooth 
sailing with the en in justifying our request for funds for the 
coming fiscal year, it was necessary, by the time we started hearings 
in Febre: ary or ach: to come before you and say “all the money has 
now been obligated,” it would, in fact, induce the wasteful obligation 
of funds. We try to be as careful as we can in seeing that plans and 
programs are very carefully worked out. 

Senator Witry. We have heard that word “wasteful” several times. 


Mr. Woop. Yes, indeed, sir. 
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MSA AND TCA PROGRAMS IN ASIA 


May I, before I turn the presentation over to Mr. Bingham, just 
make one other comment? I think | may not have made it entirely 
clear that in the area covered by title II], which comprises Asia and 
the Pacific, we have two agencies operating. One is the Technical 
Cooperation Administration, and the other is the Mutual Security 
Agency. 

In the table which is before you on title 111, you will see, as Senator 
Smith has indicated, that after the “Military assistance’? column 
which is the first column, there are two other columns both of which 
deal with economic and technical assistance. One is headed “MSA” 
and the other is headed “State.”’ 

Senator Witry. You mean they duplicate each other’s efforts? 

Mr. Woop. No, sir. I was about to point out that there is a very 
clear distinction made between the two agencies on a geographical 
basis; that both agencies do not operate 

Senator Witey. In the same territory. 

Mr. Woop (continuing). In the same country. 

Senator Witry. Yes, sir. 

Mr. Woop. The countries are divided between the two agencies. 
The southeast Asia area, which includes Formosa, Indochina, Indo- 
nesin, the Philippines, and Thailand, is under the jurisdiction of the 
Mutual Security Agency. 

Senator SmirH. You ought to add there Burma, too. 

Mr. Woop. Yes, Burma should be added. 1 beg your pardon; I 
missed that. 

The remaining countries in title Il], Afghanistan, Ceylon, India, 
Nepal, and Pakistan, which is called south Asia are under the manage- 
ment of the Technical Cooperation Administration. 


BASIS FOR DISTINCTION BETWEEN MSA AND TCA PROGRAMS 


Senator Green. What is the basis of the distinction? Is it geo- 
graphical? 

Mr. Woop. The basis of the distinction is, in part, geographical; 
in part, historical; and in part, the result of the differences in the 
military situations in south Asia and southeast Asia. 

It is geographical in the sense that southeast Asia does constitute 
a separable geographic section of this whole area. 

It is historical in the sense that the Mutual Security Agency has 
now been managing the programs in those countries for some years. 
[t has its missions in there. 

Senator GREEN. What are the advantages or disadvantages of the 
distinction? 

Mr. Woop. I think there are no important disadvantages. 1 think 
that the advantages are as follows: Generally, in the area of southeast 
Asia, which is administered by the Mutual Security Agency, there is 
more of a military threat than exists in the south Asia area. There 
is an actual war going on in Indochina and there are serious internal 
disorders in the Philippines, as reflected in the Huk rebellion. There 
are also conditions which represent a considerable threat in Burma 
and in Thailand, which are right across the border from Communist 
China. Consequently, it is our best judgment that the Mutual 
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Security Agency, which is engaged in providing defense support in 
Europe, and which is also providing assistance in Indochina, an 
area where military activities are considerable, has the kind of neces- 
sary experience in dealing with situations of this character—in 
working closely with the military—which the Technical Cooperation 
Administration does not have. 

Senator WiLry. Is Mr. Bingham’s main job to inspect all of these? 


BASIS FOR DIVISION OF FUNCTIONS IN SOUTH ASIA AND SOUTHEAST ASIA 


Mr. Woop. No; itis Mr. Bingham’s job, insofar as the title LIT area 
is concerned, to cover only Ceylon, Afghanistan, India, Nepal, and 
Pakistan. 

Senator Smiru. I am still confused, Mr. Wood. You have military 
assistance, DOD, in the column, and MSA in another column. Let 
us just take the Philippines: You have got a figure for the Philippines 
under military assistance, and you have got $32 million under MSA 

Mr. Woop. The military figure, Senator, is a classified figure, and 
I would ask that it not appear in the record. 

Senator Smirn. All right. Well, they are all classified figures. 

Mr. Woop. No; the MSA figures and the Technical Cooperation 
Administration figures are not classified, but the military-assistance 
figures are classified. 

Senator GREEN. You have got them all in the record now. 

Mr. Woop. Not the military figures. 

Senator Smiru. | just call that to your attention. 

Mr. Woop. Yes, sir. 

Senator Smita. What [ am getting at is that 1 do not understand 
the two different jurisdictions in the same area. You have got thi 
Department of Defense and the MSA with practically the same 
amount for each. 

Mr. Woop. Yes, sir. 

Senator Samira. And two different jurisdictions. What is the 
point of that? 

Mr. Woop. You will notice that in no case in this area does the 
Department of Defense have a program in a country where the 
Technical Cooperation Administration or Department of State is 
managing a program. In this area, the Department of Defense has 
a program only in countries in which the Mutual Security Agency is 
managing the economic program. 

Senator GREEN. Why was Mr. Bingham charged with all the 
countries except certain ones, which are the exceptions, the larger 
number, and a much greater amount? 

Mr. Woop. Well, if you would prefer, we can put it around the 
other way. 

Senator Green. I did not know why you approached it that way. 

Senator Witey. Let us hear from Mr. Bingham. 

Mr. Woop. You could put it the other way around; but, I think, 
perhaps, this will be clearer as Mr. Bingham proceeds. Mr. Bingham 
has a statement which he can insert in the record. It is long, very 
good, and very comprehensive, and I would ask that it be presented 
for the record; Mr. Bingham will not read it, but will summarize it. 

Senator GREEN. Very well. We would like to hear the summary. 

(The prepared statement of Mr. Jonathan B. Bingham is as 
follows:) 
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STATEMENT OF JONATHAN B. BincHam, AcTING ADMINISTRATOR, TCA 


This statement is concerned with that portion of the program for the under- 
developed areas which is administered by the Technical Cooperation Administra- 
tion of the Department of State. For bilateral technical cooperation or point IV 
programs, we are asking for a total of $227 million, divided as follows: $22 million 
for Latin America, $55 million for the Middle East and Africa, and $150 million 
for south Asia. 

In addition, funds are being requested for multilateral technical cooperation 
activities in the amount of $17 million, for assistance to Israel for the relief and 
resettlement of refugees in the amount of $76 million, and for authoritv to con- 
tribute $65 million to the UN program for the relief and rehabilitation of the 
Arab refugees from Palestine. 


I. WHY THE POINT IV PROGRAM? 


The point IV program is a program to help the people of the underdeveloped 
areas to help themselves. In part our inter st in carrying on such a program is 
humanitarian, or idealistic, if you will. Activities of this kind, to help people 
who are hungry and sick and poor, are in the best American tradition. But, ii 
the reasons for this program were purely idealistic, some might say that it should 
be deferred in this time of emergency, when the resources of the Nation are strained 
to help provide the necessary military defense against the threat of Communist 
aggression. Forthat reason, I would like to concentrate here on the very practical 
reasons why this program is in the self-interest of the United States, why it is a 
good investment, why it is as much a matter of common Sense as paying an in- 
sur nce premium. 

In saying that point IV is in our own self-interest, I proceed from three funda- 
mental assumptions, as fellows: 

1. The United States cannot afford to let the free countries of Asia nd the Middle 
East, to say nothing of Latin America, fall under Communist domination. The 
rest of the free world would then be fatally deficient in raw materials and in 
manpower. 

2. The Communist powers will exert every effort to see that they do aequire 

effective control of these areas. Where military aggression is not practical, they 
will work through subversion and propaganda, cleverly picturing a rosy economic 
and social future under Communist leadership. 
3. The people of the underdeveloped areas are more restless and discontented 
than ever before, partly because conditions actually are deteriorating in some 
areas, but more importantly because these people now for the first time are 
aware of what the benefits of the modern world micht bring them. ‘They are going 
to find it increasingly difficult to resist the promises of communism in an atmos- 
phere of continued stagnation or deterioration. They will move one way or the 
other. 

In this situation, it seems clear what is needed: The peoples of these areas 
must be given hope that improvement in their living standards lies ahead if they 
stay on the side of freedom, Such hope is not a purchasable commodity. These 
peoples do not want charity. They want to do the job themselves, and they 
are the only ones who can do it. But they need help, both to be shown how and 
to get started. 

In this situation, our point 1V program is a necessity. It provides a positive 
answer to the wiles of communism. It can do more to provide faith in the 
United States and in the free world than any amount of words. It is intensely 
dynamic, because it can set in motion a chain reaction of events that will reverse 
the vicious cycle of economic deterioration and start in motion a benign cycle. 
Most of all, it can give people hope in their own future. 

In some areas, along the periphery of the Communist powers, the urgency of 
the situation is particularly acute. In these areas, notably in India, Pakistan, 
and Iran, our program must be so devised as to achieve a fundamental improve- 
ment in the basic conditions of the people’s lives within a matter of a very few 
years. This may require, for example, that in addition to providing Indian 
farmers with new skills, we also help to provide the necessary tools and fertilizer 
and water so that they can make use of these new skills. This does not repre- 
sent a change in the ultimate objectives of the point-IV program or in its methods; 
it does represent an increase in intensity and in quan tity, brought about by the 
increased tensions in the world in the last 2 vears. 

The point-IV program then is not asecurity program in a direct military sense 
Its objectives are the long-range improvement of the living standards of peoples 
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of the underdeveloped areas. But it is nevertheless a security program in a 
very real sense. There will be no use building a shield against Communist ag- 
gression through our defense programs if the area behind the shield is allowed to 
become soft and subject to subversion from within. 

There are other very practical reasons why point IV is in the interest of the 
United States. Experiences in Latin America and in Liberia, where programs of 
this sort have had time to develop, has demonstrated that where living cond- 
tions can be improved and individual incomes raised, increasing trade with the 
United States follows. Similarly, opportunities for private investment tend to 
open up as the political and economic situation is improved. 

Another very practical reason for point IV is that if the objective of the pro- 
gram in a country such as India can be achieved, namely, a substantial increase 
in the country’s domestic food production, the United States will not have to 
be called upon to contribute large sums for the actual relief of famine sufferers 
Thus, the proposed program for India, although substantial, will involve much 
less of an outlay for the United States than the 1951 wheat loan, and vet it will 
result, in a vear or two, in an increase in India’s annual wheat production as great 
or greater than the amount of wheat involved in the loan. 

I believe that, dollar for dollar, the United States can make no better ir 
ment than in the point-IV program. 


Il, PRINCIPLES OF POINT IV 


During the year that Dr. Henry Garland Bennett was Administrator of the 
Technical Cooperation Administration, he developed and laid down the funda 
mental principles which represent our guidelines today. I should like to mention 
some of them briefly. 

1. Fundamentally the technical-cooperation program is one of teaching and 


showing. Nonetheless, in order for the teachers and technicians to be successful 
in their work, that work must be supported by ade juate supplies and equipment 
As Dr. Bennett put it in his testimony before the Senate Foreign Relations Com- 
mittee last year: 

“Supplies and equipment are included in point IV programs to the extent neces- 
sary to insure substantial results in assisting the country with each project under- 
taking, Whether it be land reclamation or expansion of education.’ 

2. A second principie is what Dr. Bennett used to call “first things first.’’ In 
most of the areas with which we are eoncerned, 8 out of 10 people are chronically 
hungry, 7 out of 10 are chronically ill, and about this same proportion are illiterate 
These are the basic problems which must first be attacked. Of the requests that 
we are making of the Congress for bilateral point IV programs, 72 pereent of the 
total is for the purpose of increasing the production of food, and more than half 
the remainder is for health and education. 

3. The programs must be truly cooperative in nature. They will not sueceed 
if they are financed and run by the United States. To the maximum possible 
degree, the host governrrents should contribute personnel and money, and should 
participate actively in the operation of the program. 

To this end an extremely successful device has been developed in Latin America, 
known as the cooperative servicio. This is an ageney of the host government 
established within, sav, the Ministry of Agriculture, and usually headed by an 
American. On the servicio staff United States technicians and local nationals 
work together. The people of the country in question know that the program is 
their own program, they take pride in it, and they are not made to feel that the 
United States is giving then charity. In the early days the host governments 
contributed little or nothing to the program funds, but over the vears their interest 
has so increased that they are now carrving the bulk of the load. 

In other areas of the world we are working toward adaptations of the servicio 
device. For example, in Jordan, we have arrived at an agreement with the 
Government which will establish four coonerative services, in agriculture, water 
resources, health, and education. Elsewhere, we have worked out joint fund 
arrangements. 

Alwavs it is our objective to stimulate the maximum contribution on the part 
of the local governments, including provincial and town and village governments 
In some instances, these contributions may be verv small at first However, we 
are confident that this situation will improve as the programs begin to show re- 
sults. This has been the experience wherever technical,cooperation programs 
have been under way for afew years. The Liberian Government is now devoting 
20 percent of its income to point IV operations. In Latin America, central and 
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local governments frequently make contributions to program funds over and 
above what they have undertaken to make in the servicio agreements. 

This process of gradually increasing enthusiasm in the support for a joint 
undertaking is an exciting one, not only because of what it can accomplish in 
economic and social development, but in terms of growing international under- 
standing and trust. 

!. A fourth basie principle is that, so far as possible, we should work directly 
with the people, helping them to take the steps forward that they are ready to 
take. This often means that the first steps must be little ones, simple things 
which seem obvious to us. An expert went into Afghanistan for FAO a year or 
so ago and sent back a telegram reading ‘‘Send me a hoe.’’ The farmers there 
had never seen one. In an area where labor is not a scarcity, hoes and scythes 
are often what is needed, rather than tractors. 

5. Just as point IV is a self-help program for governments, so is it for the in- 
dividuals with whom we work. We may, and often do, help in the establishment 
of cooperatives or farm-credit bureaus so that the farmer may be able to buy some 
better equipment, but in general the only thing he gets free is advice. This 
principle is illustrated by our 2-cent program in Liberia. Frank Pinder, an 
extension agent from Florida, discovered that the farmers in the bush country 
of Liberia needed a few cash crops and that cocoa, coffee, and palm oil were suit- 





able for this purpose. He developed with the Liberian Government a program 
under which seeds for these crops would be made available to the farmers at 
minimum prices. A cocoa pod, containing 24 seeds—enough to plant a small 
plot of ground—was sold for 2 cents. This was within the means of the farmer, 
but having paid this small price for his seed he was the more interested in making 
his little business venture asuceess. Within afew vears, his few cents’ investment, 
plus some hard work, could produce an annual cash income of $100 a vear, which 
to him Was riches. 13 thus process thousands of acres have hee n planted for the 
first time, and the prograrn is a success 
6 


It is our policy, wherever practical, to carry out technical cooperation pro- 
grams through the United Nations and its specialized agencies, and through 
the Organization of American States. These activities have great psychological 
value for all the participating nations, and tend to strengthen the international 
organizations themselves. Technical assistance provided on this basis not only 
draws on experts from other countries, but is often more effective because of the 
relative absence of political overtones, particularly in such sensitive fields as 
public administration. Regional economic problen s can be more effectively 
dealt with. 

Not only are the multilateral and bilateral programs coordinated to insure no 
duplication or competition but in many cases bilateral activities are planned so 
as to supplement multilateral operations. Jhe TCA program in Libya, for 
example, is helping to furnish supplies for a desperately needed technical school, 
and UNESCO is helping to furnish teachers. TCA and the FAO are working 
together on locust control in the Middle East. 

In addition, we work closely with the International Bank for Reconstruction 
and Development and with the Export-Import Bank of the United States. 
Fre quently, we help other governments over the initial stages of projects which 
may eventually be suitable for financing by one of these great lending institutions. 
In every case our recommendations for point IV are based on the best available 
information as to what the country in question could reasonably undertake through 
loan financing. 

7. We aim to make maximum use of the manpower, area knowledge; and 
special technical skills available through the various private organizations, 
including universities, business concerns, foundations, and religious organizations, 
which have built up know-how and understanding over many years of experience 
in the foreign field. We are tremendously encouraged by the almost daily 
inquiries from representatives of such organizations, asking us how they can help 
and how we can help them, and we devote much time and effort to working out 
effective methods of cooperation. We are currently investing over $4 million in 
69 contracts and grants for the initiation and expansion of programs of technical 
assistance that wlll be carried out under the auspices of private organizations. 


S. It is our purpose and policy to facilitate and encourage the flow of private 
capital, from local as well as United States sources, into productive enterprise 
in the underdeveloped areas. In part we can do this by helping the countries 
themselves to find and present opportunities for private investment. In addition, 
our industrial advisers can train local nationals in the techniques of developing 


small industries requiring low-capital investment which can be financed from local 
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sources. Most important of all, our programs can help to create that degree of 
economic and political stability which will make private investment attractive 
to the investor. 


III, ORGANIZATION FOR THE PROGRAM 


The Technical Cooperation Administration is organized on a regional basis, 
with three regional services responsible for operations in the three main areas of 
activitv—Latin America, the Near East, and Africa, and South Asia. In th 
case of Latin America, the Institute of Inter-American Affairs, which has beer 
carrying on technical cooperation programs there for the last 10 years, has beer 
brought within the TCA organization and made its regional arm to carry out o 
supervise the conduct of all bilateral activities in Latin America. 

While the Technical Cooperation Administration has the primary res 
for the program, we have felt at all times that it was imperativ: 
entire resources of the United States Government to make thi 
Thus, thirty-odd departments and agencies of the Governmer 
Departments of Agriculture, Commerce, Interior, and Labor 
Security Agency—play an important role, both in recruit 
respective fields and in giving them the technical back 
once they are in the field. 

In order to assure proper integration and coerdin: 
is in each ec untry a Director of Technical 
Ambassador or Minister. Technicians, whet} 


r 


Droer: 


of State or some other Government agence 
director while in that country. A number 
cruited for this service. 

It is our pelicy to decentralize operations, ins 
forget that the point IV program will succeed to 
abread at grass-roots levels 

Accordingly, the programs here pri p sed reflect 
Government’s representatives in the field, base: 
ed 
ministries These recommendations 
creened in Washington, ith attent 


other over-all com iderations. The prograt 


ment’s own requests and on detai 


acter, but, to a verv considerable extent, 
be along the same lines. 

\s of February 29, more than 10,000 pe 
in 32 countries. Over 90 percent of these 
cooperative services or paid from joint fund: 

An important part of TCA operations in all : 
Most of this is ck neon the <p uw. ¢ itt er inthe fields { 


institutions, but a key part of the program takes pl: 


Local technicians who need experience or training 


are brought to the United States for a period of fron 


Federal or State agencies or in land-grant colleges. 
such trainees were in the United States. 


IV. PROGRAMS IN LATIN AMERI 


For technical cooperation programs in Latin America, we 
of $22 million. This represents a continuation and sli 
programs totaling $18 million currently being carried out | r th Ip 
of the Institute of Inter-American Affairs as the regional F the Te 
Cooperation Administration. 

Latin America has been the proving ground of point LV, an g 
have in fact proved their value many times over. They have become a symbol 
of the good neighbor policy aa a source of great good will for the United States 
To the extent that they have helped the Latin American countries 
fundamental problems of food supply, health and sanitation, and education, they 
have contributed toward building a strong hemisphere. Through the medium 
of the services and other point 1V operations in Latin America, mar 
people have been shown how to improve their way of living and hay 
a kind of confidence in the future that they have not had befor 
of our technical missions have surely been a contributing factor 
increase in exports from the United States to the Latin American count 
before the war, for example in such commodities as pharmaceuticals. 
programs both support and complement the contributions to economic de 


ervision 


chnical 
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ment that are made possible in Latin America through the activities of the great 
lending institutions and through private investment. 

Programs are being carried on in 19 of the Latin American countries, through 
34 services and in other ways. Working with and under the supervision of some 
five hundred American technicians are thousands of local nationals, employed by 
the services. The idea is that the activities undertaken by the services should 
be carried on to an increasing degree as time goes by by local nationals, and many 
such activities have been turned over to the local governments altogether to 
operate. Our people are literally trying to work themselves out of jobs. 

About 70 percent of the population of Latin America earn their living from 
agriculture and accordingly it is appropriate that the largest single item in the 
point [V program in Latin America is allocated to this purpose. 36 percent of the 
program for next year is in the field of agriculture; 22 percent will be devoted to 
health and sanitation, and 16 percent to education. The remaining 26 percent 
will provideifor technical assistance in mining, industry, transportation, govern- 
ment administration, social services, housing, ete. 

I believe that the members of this committee are familiar with the work of 
point IV in Latin America, and accordingly I will not attempt to describe the 
programs in detail. Indeed it would take a large volume to cover in any degree 
of detail all of the technical cooperation activities going on in Latin America 
Accordingly, I will merely describe three characteristic examples of point IV 
operations in this area. 

The Cooperative Agricultural Service in Costa Rica, which began its extension 
program in 1948 with 3 offices, is now serving the entire country through 28 
field offices and 125 Costa Rican emplovees trained in the service with the assist- 
ance of United States technicians. Interest in its work is constantly growing: 
in 1949 Costa Rican farmers made 9,427 visits to the extension offices, and 7,736 
persons attended meetings and demonstrations; in 1951 the number of visits was 
up to 57,903 and the meeting and demonstration attendance was 43,569. 

In 1949 servicio agents distributed 54,907 pounds of pesticides at a reasonable 
price. By 1951 the use of these products had so increased that the servicio 
distribution was 385,000 pounds, in addition to increased sales by private business- 
men which the servicio had encouraged. 

Concentrating their efforts on the operators of smaller farms, cooperative 
servicio agents advise on the ue of insecticides and fertilizers, on contour planting, 
hillside ditches, and other erosion-contrel measures, on crop-rotation methods 
and the like. Assistance in the collection and storage of water has resulted 
in inereased herds of cattle, thus materially increasing the vield of meat, hides, 
and dairy products. Potato production has increased markedly, and black 
beans, a principal food staple, has since 1947 become a substantial item for export, 
instead of an import requirement as it had been before. Thus, by the operation 
of a benign evcle, Costa Rica has additional foreign exchange to devote to further 
de\ elopment. 

The health and sanitation program in Chile is an outstanding example of the 
wav in which point IV operates. In 1942 the United States deposited $5 million 
in a joint fund for carrying on health and sanitation work in Chile, and at that 
early time the Government of Chile did not itself contribute \s the vears went 
by, and as the interest of the people of Chile and its Government increased, their 
financial contributions to this work have steadily grown until today the ratio of 
their contributions to ours is 7 to 1. 

\ dramatic example of the wav in which point IV can operate to stimulate 
progress was provided in the city of Santiago, where a modern sewage system 
was built in one part of the citv with United States assistance. When the resi 
dents of the rest of the city saw what could be done, they demanded ard got 
similar sewer systems, ali of which were paid for by the Chilean authorities 
Today health centers are operating in Santiago, Valparaiso, Antofagasta, and 
Temoco. These centers are engaged in the control of acute infectious diseases 
in immunization campaigns, in developing programs for sanitarv garbage disposal 
and pest control, and the like. A few vears ago the Chilean infant mortality rate 
in some districts was one of the highest in the world; todav, with the help of the 
cooperative servicio, the rate has been cut more than two-thirds in many of those 

Vocational education is an important part of the program in Paraguay. The 
country’s development has been retarded bv fan acute shortage of workers in 
basic trades, such as machine shop, auto mechanics, plumbine, electricity, etc 
\ trade school was built near Asuncion, equipped with simple machinery and 
tools, and administered in its early davs by the United States field staff. As no 
Paraguayan vocational teachers were available North Americans also did the 
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teaching while selected Paraguayans were brought to the United States for training 
and then sent back to the school as assistants. Most of the teaching and adminis 
tration have now been taken over by Paraguavans, and the United States role 
is now limited to general guidance. The demand for school graduates far exceeds 
the supply, and plans are under consideration for establishing similar training 
facilities in other centers of Paraguay. 


Vv. THE NEAR EAST AND AFRICA 


1. Independent states of Africa 


The proposed programs for Liberia, Libya, and Ethiopia amount to $3.5 
million, or slightly less than the authorized programs in the current fiscal year 
\frica is an area of great importance to the United States and to the free world 


Pitt 
generally, not only as a source of strategic materials, but becrse it is an area of 
great potentiality in which millions of people are beginning to stir with a growi 
sense that their destiny lies in their own hands. 

In Liberia, which has traditionally close ties with the United States, prograr 
of a point IV character have been going on for 7 years, with conspicuous success 
The Government has become so interested and enthusiastic in the possibilit es of 
development that it is now devoting 20 percent of its income to the technical 
cooperation program. Since before the war, incidentally, there 
twenty-eight-fold increase in Liberia’s imports from the United States 

In Liberia the principal emphasis of the program at present is in the field of 
health and sanitation, helping in the eradication of preventable diseases and the 
like. However, the agricultural work, including the 2-cent program mentioned 
above, runs a close second. The entire point IV operation in Liberia is under th 
general direction of a joint development commission set up under the provisions 
of the act for international development. Among the current activities aimed 
at developing Liberia’s long-range potentialities is an aerial survey of the country 
much of which has never been accurately mapped before. The Government of 
Liberia is contributing substantially more to the total program than the United 


i 


States, and the component of supporting supplies and equipment needed from 
us is small. 

Ethiopia, which is also a land with strong friendly ties to the United States 
has enormous resources of land and great potentiality for development. It car 
be not only a great source for food for the Middle East, but also a possible area 
for settlement of some of the homeless peoples of that area. 

Outstanding in the program for Ethiopia is the establishment of an agricultur 


} 
I al 


college. It is expected that this project will be handled by the Oklahoma A 
& M., the university of which Dr. Bennett was president, which will be operating 
under contract with the TCA for this purpcse. In view of the country’s enor- 
mous agricultural resources, the principal emphasis in this program will be in 
the field of food production and also of food storage and distribution. For lack 
of storage and transportation facilities, a greet deal of good beef has been allowed 
to rot in Ethiopia, while only the hides were sold. 

Libya is literally a new-born nation, having become independent only withir 
last 3 months. It is important to us both strategically and politically, but it has 
little in the way of resources to work with and needs a great deal of help if it is to 
survive as a free nation. Both the United Nations and the United Kingdom are 
contributing to its development substantially and our aid will fit in with theirs 

The Technical Cooperation program for Libya represents a broad-scale attack 
on the country’s basic problems in agriculture, in health (especially in dealing 
with such dread and debilitating diseases as trachoma and malaria), technical 
education, and in the development of water resources 
2. The Arab States 

The proposed point IV programs in the Arab States amount to $23.5 million. 

In these ancient and alwavs strategie lands, which are of such vital importance 
to us not onlv because of their locetion at the crossroads of the world but because 
of their oil resources, the politicel situation varies from dav to day Unresolved 
issues of the Palestine conflict contribute to the unrest, including the presence in 
the Arab lands around Isree! of sore 850,000 Arab refugees who subsist on relief 


from the United Nations end constitute a potentially explosive political force. 


Put over end above the political proble ms are over riding economic pr iIhlems 


ste ming from unde: a 7 re urees bhipnwan ¢ nd netural. end artificial batrier 


to trade. In most erees the stenderd of living is sppallinglv low 
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Problems in the Arab world are compounded by the difficulties of newly won 
independence, and by the lack of those administrative skills needed to provide 
basic publie services. 

This is a situation which obviously cannot be allowed to drift. It is clearly in 
our interest to help these peoples develop their own resources and make strides 
toward economic and social justice. If these things can be done—even if a start 
can be made—hope can be injected into a deteriorating situation, and with it 
some stability. 

The point IV programs we are proposing for these countries represent an expan- 
sion of previous efforts. It was only late in October 1951, when the Congress 
appropriated funds for the Mutual Security Program that broad-scale programs 
attacking the fundamental problems of the area could be undertaken. 

The character and size of the programs reflect. certain differences in the situation 
within each country; for example, the fact that [rag and Saudi Arabia enjoy large 
oil resources and revenues, that Syria and Iraq, alone among the Arab States, have 
substantial unutilized land resources; that Egypt, with a population equal to all 
the other Arab States combined, is peculiarly in need of additional land resources 
and of a solution to her land tenure problems, that Egypt’s need for assistance in 
the storage of grain is greater than in connection with its production; that Jordan 
with scant resources in making real efforts to make use of all available manpower 

As an integral part of the technical cooperation program, in the Arab states as 
elsewhere, we are Carrying On a training program for local technicians, both in the 
area and in the United States. A training center has been established at the 
University of Beirut and today there are 120 trainees enrolled there from eight 
countries in the following fields: 64 in public health, 21 in agricultural engineering, 
20 in public administration, and 15 in economics 

Operations are underway in all the countries in the area except Svria and Yemen, 
which have so far not signed the requisite agreement. As of February 29, 1952, 
18 United States technicians, were on the job and 29 more were on the way. 

For next year an increase is requested so that the program for this area may be 
more nearly commensurate with the magnitude of the problems and their impor- 
tance, A total of 58 percent of the proposed programs will be used to assist th 
Arab states in reclaiming land, in developing water resources and in increasing 
their agricultural production by improving their basic experimentation and exten 
sion services. Nearly 19 percent of the total proposed program will be used for 
developing public health and sanitation services, and 8 percent will be used in the 


ional field, primarily in vocational education. 


‘ Five at 

\ description of each of the programs would be quite repetitious, since there is a 
great deal of similarity between them, although differences in emphasis and in 
degree appear. The following brief description of projects planned for Jordar 
lor next vear may give some idea of the scope and basic character of the propose d 
programs: 

The cooperative service in the field of food supply will concentrate on a basic 
agricultural research and extension program, on seed production and distributior 
centers, on livestock improvement (e. g. sheep, cattle, poultry), and on farm schools. 

‘The cooperative service in the field of health and sanitation will operate a central! 
laboratory in Amman, working on the control of communicable diseases, such as 
malaria, trachoma, and tuberculosis, and will help to set up a series of health 
centers in the country and carry on a program of environmental sanitation, 
involving the development of sanitary water supplies and of simple but effective 
sewag 
\ cooperative service in the field of education will work on a vocational educa- 
tion program, designed to train Jordanians in the trades and mechanical arts and 
will begin on a teacher-training program which will include the establishment of 
the t women’s college ir the country. 


° disposal sVvstems 


In the all-important field of water resources, a fourth cooperative service will 
undertake further operations in the cleaning out of ancient cisterns, which were 
constructed in Roman times to catch rain water, and which over the centuries 
have been allowed to fill up with silt and become useless. Studies will be made of 
available underground water resources, and work started on making some of those 
resources available for irrigation. The possibilities of irrigation from the wadis, 
or intermittent streams, will be explored, and a pilot irrigation project undertaken 
along the Yarmuk River, which flows into the Sea of Galiiee, making possible a 
community development in the area to which all the other services in the program 
will contribute. 

other fields the program includes a survey of the country’s road system and 
technical assistance in road construction and maintenance methods, a mineral 
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survey, and assistance in the development of indigenous industries. An interest- 
ing project in the latter field will be in connection with manufacture of soap from 
olive oil, still being done by the methods used in Biblical times. It is potentially 
an exceptionally fine castile soap, capable of export. What is needed is mainly 
technical advice, so that the soap factories can be modernized 

Officials concerned with these programs in the Jordanian Government are 
eager to work with us and contribute to the extent of their ability, but for the time 
being, in view of the extreme financial stringeney in which the Government finds 
itself, the United States will have to bear the major cost of the total program, 
which will include United States technicians, training of Jordanians, supplies and 
equipment, such as seeds, small tools, pharmaceuticals, and machinery, and 
certain local costs. 

As noted above, this program follows very closely the patterns established in 
Latin America, where in the early days the United States had to contribute the 
bulk of the cost of the programs. We believe it is a sound program well withir 
the scope of the fundamental point IV idea and are hopeful that it will produce 
measurable results within a reasonable period of time. 

Before concluding discussion of the program in the Arab States, I want 
mention the parallel program which will be carried on under the auspices of 
UNRWA, the United Nations organization for the relief and rehabilitation of t 
Arab refugees from Palestine. As mentioned above, the existence of these ref- 
ugees in the countries neighboring on Israel constitutes an ever-present danger to 
the stability of the area and a constant irritant tending to prevent the resumption 
of normal trade and political relationships between Israel on the one hand and the 
Arab States on the other. Until this problem can be solved, the area cannot 
achieve anything like stability. It is proposed that $65 million be authorized as 
the maximum United States contribution to this program most of it for resettle- 
ment projects which will contribute substantially to the development of the Arab 
states. This figure compares with $50 million authorized and appropriated in 
the current vear. 


3. Israel 


The proposed program for Israel is in two parts, a point IV program in the 
amount of $3 million, and a program to assist Israel in the relief and resettlement 
of its refugee population in the amount of $76 million. For the current year the 
equivalent total is $65 million. 

Israel’s economy is an almost unique mixture of elements characteristic of 
underdeveloped areas and of the most advanced types of economies. Israel's 
problems principally arise from the influx of nearly 1 million refugees, many from 
primitive environments. The present economic base is inadequate to provide 
the means of self-support for the expanded population. Israel's social and 
economic crisis stems from the urgent need to develop the country in the face 
of a serious lack of resources, and the presence of a large number of refugees 
without the know-how to contribute to such development. There has been no 
lack of willingness of the population to endure an intense degree of austerity and 
deprivation to accomplish this expansion of Israel’s agricultural and industrial 
base, 


The proposed technical-cooperation program of $3 million will have an impact 
on Israel’s problems in the short run by making possible a more efficient distribu- 
tion of food and goods through technical assistance in the fields of food storage and 
transportation techniques, by lessening the strain upon limited facilities through 
technical cooperation in the fields of publie health and sanitation In the longer 


} 


run substantial increases in production will be registered after technical coopera- 
tion in the form of experts and pilot plants in such fields as irrigation farming, 
fishing, industry, livestock breeding, and industrial techniques has begun to take 
effect. 

The $76 million requested for emergeney assistance is basically a commodity 
program designed to provide food and consumers goods which Israel cannot 
finance through her own efforts, and a variety of other material required for the 
development of Israel’s economy, particularly power equipment. ll of this 
assistance will be used directly or indirectly for the relief and resettlement of 
Israel’s refugee population. The counterpart funds will be used to meet the 
indigenous costs of jointly approved development programs and for other jointly 
approved purposes. 


Tran 


The program proposed for Iran is in the amount of $25 million, an amount 
which reflects the extremely critical situation of that vulnerable country and the 
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need for developing an effective cooperative action program as rapidly as pos- 
sible. The proposed program will permit the continuation, on a slightly expanded 
scale, of the activities initiated this year under the program authorized by the 
Congress in the amount of $23 million. 

Neither the current program nor the proposed program are in any sense designed 
to help the Government of Iran out of its financial difficulties. It is a program 
to help the Iranian people help themselves; it is not a program to support the 
policies of any particular Iranian Government. 

A basic problem which underlies the unstable situation is the condition of 
poverty, illiteracy, and disease in which the majority of the population lives. 
Iran’s food production is inadequate, because of a chronic lack of water, an anti- 
quated land tenure system, and lack of modern tools and methods. In recogni- 
tion of this fact, the core of Iran’s own development plan is agricultural in char- 
acter. Nearly 60 percent of the proposed point [IV program wilt be used to help 
solve the food problem by increasing agricultural productivity. Fairly sub- 
stantial amounts are allocated for an agricultural development institute, for pest 
control, for the development of consumer cooperatives and for the development 
of ground-water resources, largely through tube wells. These and othero pera- 
tions in the country areas will be carried out under the auspices of the Joint United 
States-Iranian Rural Development Commission. 

About 18 percent of the program will be used to help in the organization of 
national health and sanitation services, with emphasis on the installation of 
simple but sanitary water supply systems to replace the open ditches that now 
serve that purpose. 

Iran being such a large country, twice the size of Texas, it is essential that the 
program be decentralized as far as possible. Accordingly, point IV operations 
will be mainly carried on by teams in the 10 ostans (provinces), concentrating on 
agricultural extension work, vocational agricultural education, and simple public 
health programs. Six of these teams are already in operation, and the others 
are expected to be shortly. 

Although the crux of [ran’s problem is on the land, urban areas, where unrest 
is most apparent, are not being overlooked. Public health activities will be 
carried on, and assistance will be provided, both technical and in the form of 
supplies and equipment, to help Iran in the establishment of pilot plants in 
various industries, designed to provide employment in the cities and also to make 
better use of [ran’s own raw materials and agricultural production, in such fields 
as fruit growing and processing, tea curing, sulfur refining, ete. 

The program also calls ‘for technical cooperation in a variety of other fields, 
including housing, labor-management relations, and public administration. 

All told the program calls for 220 United States personnel and will provide 
for training of 119 Iranians in the various fields represented by the projects. 
Sizable quantities of supplies and equipment will be included to insure substantial 
results in the technical cooperation programs, including such items as insecticides, 
fungicides, pharmaceuticals, simple agricultural equipment, livestock, seeds, and 
some materials and equipment for industrial purposes. It is hoped that some time 
in the coming fiscal year Iran will be in a position to make a substantial con- 
tribution in local funds to the total program. Even if this is done, some United 
States funds would be required to meet local costs to carry the program forward. 

Iran is a case, like India and Pakistan, where the need for economic improve- 
ment is so great and so urgent that it is in our interest to make an extra effort. 
This means that, while the fundamental purposes of the program are entirely in 
line with the point IV idea, the program differs in degree and in quantity from 
most other point IV operations. 


VI. SOUTH ASIA 


It seems hardly necessary to stress the importance to the United States of the 
great subcontinent of South Asia. India and Pakistan together have a population 
of about 450 million people, or two-thirds of the entire population of the area 
with which TCA is concerned. 

For this area we are asking $150 million for point IV programs. This compares 
with $65 million made available for the current year. The reason for the increase 
and for the size of the program, which includes substantial amounts of supplies 
and equipment in support of technical cooperation, may be summed up in few 
words: Time is short in South Asia, 
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A. India 


The surprising strength shown by the Communists in the recent Indian elections 
is an Ominous preview of what the next general election in India may be like unless 
the Nehru government is able to show some real results in the solution of India’s 
basic problems. The worst problem India faces is implicit in the following fact: 
For 20 years India’s grain production has been stable at about 50 million tons. In 
the same period, India’s population has increased by roughly 80 million. 

United States aid to India in 1953 will continue to support the 5-year Grow 
More Food campaign, launched by the Government of India last year. The 
target of this campaign is to increase yearly grain production by 7 million tons 
(that is, from 50 million tons in 1951 to 57 million tons in 1956). The Indian 
Government is staking its national revenues, its borrowing capacity, its foreign- 
trade balance, and its private savings in this campaign to wipe out hunger. 

The Indian campaign employs five methods, which become the five principal 
fields of United States aid. These may be summarized: 

Better farming practices 
Better implements 
More water for crops 
More fertilizer 

. More land in production 

Let me comment on each of these. 

1. Better farming practices —The average Indian farmer has not used selected 
seed. He has not used cover crops in the fallow season. He has not used chemical 
fertilizer. He has not had enough irrigation water. As a result, the average 
Indian grain production by acre is very, very low, less than one-third the output 
in Japan on the same amount of land. The first step in solving this low produc- 
tivity is an agricultural extension system, a shirt-sleeve program in the villages 
where trained agriculturists must prove to skeptical farmers that small changes 
in their farming habits can make big changes in their family incomes. Horace 
Holmes brought you last year the story of this extension service. Next year our 
program would supply enough American technicians, working with Indian tech- 
nicians, to staff 80 village development ceriters. Each center is the size of an 
American county with a population of perhaps 200,000 people. The centers should 
reach 16 million people with better farming practices. Within 3 vears we expect 
these American agriculturists to work themselves out of a job, and leave these 80 
village centers entirely in the hands of Indian workers. 

2. Better farming itmplements.—The average Indian farmer does not need a 
tractor. In fact, he does not need mechanization of any kind at this time. But 
there are simple implements he must have to step up grain production immedi- 
ately. One of them is a steel plow which Horace Holmes told you about. The 
agricultural extension service has introduced the use of an Indian cover crop 
during the monsoon. This crop must be turned under when it has grown to a 
height of 2 feet in order to serve as green manure. The old Indian wooden plow, 
drawn by two bullocks, cannot do the job so a new plow with a 6-pound steel 
point has been designed to be pulled by two bullocks. The plows can be made in 
local shops and sold to the farmers at cost. Several million plows are needed for 
the program next year. That takes steel. So does the improved harrow drawn 
by bullocks. Our staff in India estimates it will take over 150,000 tons of steel 
from outside India to supply small Indian factories and shops, and thus keep pace 
with the expansion of this village program. The United States would buy steel 
outside India, probably in Japan. The fabricating costs would be paid by the 
Government of India. 

3. More water for crops.—This is the crux of the campaign for more food and 
the costliest single item in the program, both for the Indian Government and for 
the United States. Without irrigation water in the dry season, all the demonstra- 
tion of county agents is relatively impotent. But with irrigation water, a farmer 
not only safeguards his precarious one-crop system but gains two crops on the 
same land per year. In India there are three ways of tapping water. One is to 
drill tube wells, 200 feet in the ground, and pump water over an area of about 
500 acres. This method is suitable where ground water is adequate. Another 
method uses small surface reservoirs or ponds, filled in the rainy season, from 
which water can be pumped during the dry season. These frequently require 
small Diesel pumps to be effective. Finally, the method which serves the largest 
area is the damming of major streams which impound large water supplies during 
the rainy season and provide electricity for pumping this water over vast areas 
during the growing season. India is tackling all three methods. The United 
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States proposes to provide the technicians and external equipment for 2,000 tube 
wells to be located in villages where extension agents can oversee the use of water. 
We propose to help on the pumping equipment for small reservoirs. And we will 
lend a hand in some of the major irrigation projects already under construction 
by the Government of India in order to help them to meet the timetable to 
deliver water to the farmers. These major engineering projects require steel for 
headworks, and bulldozers and other earth-moving equipment for dams and canals, 
The target of the 5-year plan is to irrigate 16 million more acres of land, an average 
of over 3 million acres a year. That is enough irrigated land to increase the 
Indian harvest of grain by nearly a million tons a vear, each vear for 5 years, 
when coupled with the other ways of increasing production, 

1. More fertilizer.—India must step up its domestic production of fertilizer, 
notably nitrogen. It has just opened one of the largest ammonium sulfate plants 
in the world, paid for out of Indian revenues. But that is only the beginning of 
a fertilizer industry to serve India’s farm population of 399,099,099. The United 
States is now preparing engineering designs on additional fertilizer plants, to be 
used as the basis of bank loan applications. Until these additional plants are 
completed, in about 1969, the Indian Government must import sizable quantities 
of chemical fertilizer from abroad. The United States is sending about 109,009 
tons of fertilizer into India in 1952. We propose to send a similar amount in 
1953. When used under proper supervision of extension agents, every ton of 
this fertilizer will increase grain production by 2 tons. 

5. More land in production.—India is reclaiming about one-half million acres 
of abandoned farm land each vear. Some was overgrown with wild sugarcane 
called kans grass), which is too tough to be plowed by bullocks and must be 
cleared with heavy tractors. Some iand has grown up with deep-rooted brush 
which must be cleared with light tractors. Some land was overrun with malaria 
so malignant that whole populations moved out. DDT and drainage is the 
answer. The United States is helping out in a small way with land clearing, 
particularly on tractor maintenance, and offers major assistance in malaria con- 
trol. Our sanitary engineers with large quantities of DDT have worked with 
Indian engineers to make substantial areas habitable. This work will grow as 
more Indian crews are trained each year. This work has been delayed at times 
by the world shortage of DDT. Next vear the United States proposes to help 
India set up a DDT plant in India and the output would be used by the Indian 
Government under its ‘“‘grow more food’? campaign. 

There are other forms of United States assistance proposed for India. Our 
technicians would work on farm-to-market roads. We would continue to survey 
mineral deposits. We would continue to supply instruction and equipment for 
India’s technical schools, which in turn produce skilled workers for the Indian 
development program 

This Indian program, and the United States aid to it, is probably the biggest 
experiment in village development in history. It is the kind of program we all 
hoped was possible in China after the war, but never came about. If it had, 
China might well have been saved. It is the kind of daring program which India 
feels it must undertake if it is to survive economically in an Asia which is half 
slave and half free. It is a program startling enough to demonstrate to all Asia 
that a free government can solve the old problems of hunger and ignorance and 
do it in time to put a stop to Communist expansion. India is a country with 
the courage and leadership to undertake this program. 

It is a program with calculated risks. We believe these risks are well worth 


(aking. 
RB. Pak istan 


Pakistan, with 75 million people (about one-third the size of India and nearly 
one-fourth the population) faces many of the same problems and is showing the 
same determination to get ahead economically through a 6-vear development 
plan, largely financed within the country. 

Pakistan, like India, is struggling to solve the problems of low agricultural 
production per acre, which also means low family income. Here again the United 
States is helping with an agricultural extension service. Our county agents are 
working with voung Pakistani agriculturists. Village workers are being trained. 
Fertilizer must be imported since none is now produced locally. Simple but im- 
proved agricultural implements are needed from Japan, since Pakistan has no 
iron and steel industry. Village development centers will follow. So will vil- 
lealth teams. This work at the village level has been started in 1952. In 
1953 it should represent about one-third of the Pakistan program. 
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more fertilizer. The United States proposes some assistance for both problems. 
Pakistan has great rivers suitable for irrigation and power. The titi 
of British India left Pakistan almost wholly without electricity 1 onl 
minor irrigation development. The Pakistan Government courageously, even it 
the face of the threat of war, invested most of its Government savings and bor- 


To back up this village work, as in India, requires more water for crops and 


rowings of the past 4 years in several major water-development projects, which 
are now beginning to make irrigation water available for new lands. These 
projects are but a start in a country which is largely agricultural, and 

half of which is semi-arid. Moreover, electricity is sorely needed 

rivers to provide for new industries which can absorb the 

recent partition. Next year the United States proposes 

preparing engineering designs, specifications, and test drilling 
irrigation projects. These engineering services are a necessary preliminary 
bank loans. They cannot be paid for from bank loans. They req 
engineering skills. It is expected that internal financing and foreign 

continue to be the source of funds for construction of these projects 

The need for fertilizer, the next most urgent agricultural problem, requires a 
domestic plant to manufacture ammonium sulfate. The Government has draw: 
up plans for a $30 million factory, of which $12 million would b> in foreign cur- 
rency and $18 million in rupees. This plant is not such that it would be financed 
either privately or by the International Bank. The United States proposes to 
supply engineers and equipment to construct this plant jointly with the Pakista 
Government, and to insure training of the Pakistan management and productio1 
staff. Output of this plant can begin within 2 vears, and could double the crop 
yields of a very large area in west Pakistan. 

One major problem in west Pakistan which we are helping to tackle is the 
problem of ‘‘water-logged’’ land. In large areas, where the land is nearly level 
and the soils are alkaline, irrigation has raised the water table almost to the sur- 
face and brought up salts which make further crops difficult or impossibl 
Pakistan has been losing 20,000 acres a vear this way, and more than 
acres of land are used infrequently because of salting. Moslem ref 
India are waiting to settle on thisland. FAQOengineers, United States 
equipment, and Pakistan labor are now teaming up in pilot tests to d nin 
the most practical solution to the problem. Sweet water is being pumped from 
tube wells 200 feet in the ground, spread upon the land, and drained off by means 
of drainage ditches. It is expected that this will not only provide efficient growil 
conditions, but that much of the salt which is gathered on the surface of the lan¢ 
will be drained away. The purpose of this test is to demonstrate, within a few 
vears, the most efficient method to reclaim salt, lands and to kee Pp the soil sweet, 
so that refugee farmers may be permanently settled and be assured of secure family 
incomes. The outcome of this project, which will be carried on in the coming year 
if these proposals are accepted, should prove one of the twentieth century land- 
marks in Pakistan’s agricultural development. 

In 1958 the United States Would continue assistance to technical schools, 
furnishing both instructors and some equipment in order to increase the number 
of graduates within Pakistan who are available for economic development work. 
3. Elsewhere in south Asia, the three small countries of Afghanistan, Cevlor 
and Nepal, would receive modest United States aid which would be limited to 
their fundamental problems—agricultural production, education, health, and 
mineral development. 


9 
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TCA WORK IN ENLISTING PRIVATE BUSINESS INTERESTS 


Mr. Brineuam. Mr. Chairman, I would like just to explain before 
I begin the nature of the volume—you have the statement in front 
of you, and you also have in front of you a volume entitled ‘“Oppor- 
tunities for all.” I wanted to make clear right at the start that this 
is not intended as a justification of this program to the Congress or 
this committee. 

This volume was prepared in order to show businessmen in this 
country how we feel we can help and work with them in their invest- 
ments in the foreign field, and encouraging them to make such in- 
vestments. 
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[t has certain material in it which we felt would be of interest to 
the committee, but it is in no sense intended as a justification of 
this program. 

Senator Green. I notice, and I was puzzled when I took this up, 
that there is the title on the outside cover, and then there is a preface, 
but there is no place for the date of publication, and there is nothing 
to show whether it is a report or what it is. 

Mr. Bincuam. Well, the transmittal letter, Senator Green, on the 
inside cover there explains the nature of the report. It was prepared 
under contract for us in the nature of a business presentation, It 1s 
the kind of presentation which, | think, businessmen are familiar with. 

We have a larger edition of it which stands on a table and vou can 
flip over the charts one at a time, and it can be used in addressing 
small groups of businessmen. and otherwise. 

Frankly, it is an experiment to see whether we can, by this device, 
interest businessmen not otherwise interested in these areas. That is 
part of our responsibility. 

Senator GREEN. The criticism is purely bibliographical. I do not 
know how different libraries would index this. 

Mr. Bincuam. Well, we will try to correct it, sir. This is subject 
to change. Being looseleafed. we can change it from time to time, 
and try to correct that. 

Senator GREEN. Will you proceed, 


REASONS FOR TECHNICAL ASSISTANCE 


Mr. Bincuam. Yes, sir. I do not think it would be worth taking 
the time of this committee for me to spend a considerable amount of 
time on discussing the reasons for the point IV program. I think 
the committee is very well familiar with that. 

We are engaged in these underdeveloped areas in what is a contest 
with communism. It is a contest that we cannot afford to lose. 
We cannot allow the areas that remain free in Asia and the Middle 
Kast to succumb to communism either by aggression from without 
or by subversion from within. 

This program seems to be the positive answer to that threat. 
It can give the people of these areas a hope for an improvement in 
their welfare through democratic means. by staying on the side of 
freedom that they cannot achieve and never have achieved before, 
and thus can offset the wiles of communism, the rosy promises that 
communism makes to them. 

It is a program that works through deeds rather than words. and 
proves the worth of the democratic System in that way. 

It is a program which is particularly urgent in the areas alone the 
border of the Communist countries. We are asking here in the 
point IV program under TCA for a total of $227 million, as Mr. Wood 
has outlined. 

You will see from the figures that $175 million of the $297 million 
are for three countries, Iran, India. and Pakistan. The other 31 
countries involved come to a total of only $52 million, 
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BASIC PRINCIPLES OF TECHNICAL ASSISTANCE 


Now, it is quite clear then that the program is different in intensity 
and in quantity in those three countries. It is not different in funda- 
mental spirit or purpose, and I would like to take just a minute or two 
to summarize some of the principles that we are following in this 
program. I might say that they are principles which were laid down 
by Dr. Bennett who, in the year that he led this program, laid down 
the guide lines which we are trying to follow today. He was a very 
great man, and I think his name will go down in history as the true 
founder of the basic nature of this program. 

I feel quite inadequate in trying to appear here today. [I wish that 
he were here in my place. 

Senator Smirx. Mr. Bingham, are vou following Dr. Bennett 
mean, are you succeeding to the job he had? 

Mr. Bincuam. Only on an acting basis, Senator Smith. The 
President has not made an appointment to succeed Dr. Bennett 

As Mr. Wood mentioned, Dr. Bennett appointed me as his deputy 
about 2 or 3 months before he died. 

The first and basic principle in this program is that it is a program 
of teaching and showing; that is the core of the program throughout 

Senator FuLtBricut. Does that mean there are no capital invest- 
ments involved in this program? 

Mr. Bineuam. It depends on what vou mean by capital invest- 
ments, Senator Fulbright. I think that there has always been in this 
tvpe of program a certain amount of activity which results in capital 
improvement. For example, in Latin America the servicios have 
developed and built schools, have built hospitals. We have helped 
in the construction of those projects, so here we will be contributing 
funds which will help other nations to develop certain concret: 
aorees. schools, hospitals; in some cases irrigation projects; but all 
of it is concentrated, and the purpose of it is in the teaching and 
the aoe! ing; that is, that is the core of the program; and what we me is 
to support that endeavor. 

In other words, this is never a program of bailing a Government 
out of its budgetary difficulties; it is never a program of putting 
capital improvements just for the sake of having the capital improve- 
ments. It is always directed toward the fundamental purpose of 
teaching and showing 

Senator Green. All the illustrations vou use are public institutions 
Is the same statement true of private? 

Mr. Bincuam. Yes, Senator, that ts true. 

Senator Green. You have had private institutions? 

Mr. Bincuam. Well, we have never actually contributed 
given away industries to private owners; no, sir. We are engag 

Senator GREEN. I[t is a good idea to have the distinction mad 

Mr. Bincuam. Yes, sir. 

Senator Green. On the record. 

Mr. Bincuam. The second fundamental principle is that this is a 
program of first things first. Dr. Bennett was very emphatic that the 
needs in these areas fundamentally were represented by the three 
age-old problems of hunger, illness, and ignorance or illiteracy; and 
ve have felt that until we had made progress in those fields that we 
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could not very well make such progress in industrial expansion or more 
extensive, more elaborate type of development. 


TCA DIVISION OF FUNDS FOR MAJOR ACTIVITIES 


Now, the chart over there in the corner shows the degree to which 
we are concentrating in our proposed program on the production of 
food. 

The left-hand bar there represents the total program, and the blue 
area represents the total proportion of this proposed program, which 
is intended to increase the production of food in these areas in which 
we are dealing. The figure is 72's percent. 

The second column represents—well, I might say that the vellow 
represents—the amount for health, a little over 10 percent 

The pink represents the amount for education; and the green is the 
balance, representing assistance to industry, to Government admini- 
stration, to mining, transportation, and so forth. 

The second column is the proportion in Latin America; the third 
the proportion in the Near East and Africa; and the fourth column 
is the proportion in south Asia. 

You will see that in south Asia the total proportion for the produe- 
tion of food runs very high indeed. It is 85 pereent and, of course, 
that amount of $150 million for south Asia is two-thirds of our total 
program. 

I might just point out in passing that it is also about two-thirds of 
the population with which we are dealing. 

The second chart represents this year’s proportions. You will see 
that of the programs this vear, in general, the same things are true, 
but we have increased actually the proportion of the total program 
that will be devoted to the production of food 


COOPERATIVE NATURE OF THE PROGRAM 


The third basic principle is that this must be a cooperative program, 
that is, that we must work with the Nations of these underdeveloped 
areas, work with them and not upon them or at them. 

We have developed over the years in this work a device in Latin 
America which has en intensely successful, known as the servicio 
or cooperative service. It operates as an agency of the local ministry, 
generally headed by an American, and he has on his staff both local 
nationals and Americans, and the proportion of local nationals will be 
much greater than the proportion of Americans, eventually. 

You will see that we have altogether working on point IV now a 
total of over 10,000 people in the field paid from the joint funds or 
servicio funds; that compares with only about 700 United States 
technicians in the field as of the end of February. 

You will notice, of course, that the proportion in Latin America is 
much higher than the other areas in the number of local nationals, 
because that is the area where we have been working in and operating 
in over a number of years, but we feel that it is essential that this 
work be cooperative so that the country involved feels that it has a 
stake in it, that is, its programing; that it is not something it is 
receiving through charity. 

Senator GREEN. What are the proportions of cooperation? 
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Mr. Bincuam. What are they, sir? 

Senator GREEN. What are the proportions? 

Mr. Bincuam. You mean what are the financial contributions? 

Senator GREEN. Well, any kind of contribution 

Mr. Bineuam. In Latin America? 

Senator Green. What are the conditions? You say that they 
have to cooperate. Under what conditions do they cooperate’ 

Mr. Bincuam. Well, there are various conditions that they have to 
meet under the act. The act requires that we set up programs so that 
they will pay a fair share, that they will give fair publicity to the 
programs and, I say, this servicio device results in remarkably good 
publicity for the program in the local areas. 

Senator Green. To put it another way, what is this fair distri- 
bution? 

Mr. Bineuam. Well, the fair share certainly depends upon the 
very great differences in conditions. In the Latin-American area, 
where we have had the most experience, we are today getting the 
host governments—they are putting up three times as much money 
as the United States for these programs, that is, over-all. If you take 
the contributions to the program funds, they are contributing eight 
times as much as we are. 

Now, the remarkable thing about that is that it has taken 10 vears 
to develop that situation. The first 4 vears of the institute we contrib- 
uted substantially more than the local governments did. In fact, 
the first vear or two the local government contributions were negligible, 
and as the interest and enthusiasm in these programs has iucreased, 
the local governments have increased their contributions. 

Now, in the south Asia area, we have arrived at agreements with 
India and Pakistan under which they will contribute at least as much 
as we do, and we expect them to contribute substantially more. 
The same is true in Israel. In Liberia, where a program of this char- 
acter has been going on for 7 years, there the Government is con- 
tributing very heavily to this work. They are contributing 20 percent 
of their total revenues to point IV in Liberia. 

Senator GREEN. Yes; but vou are switching the point of compari- 
son. What is the proportionate share that they have assumed? 

Mr. Bincuam. That would be substantially more. 1 do not know 
the exact percentage, Senator Green. It would be substantialls more 
than our contribution. 

Senator Green. What is the lowest proportionate contribution that 
any nation makes? 

Mr. Bincuam. [am coming to the black part of this picture, Senator 
Green, and there is a black part. 


CASES OF UNITED STATES BEARING FULL COST OF TECHNICAL ASSISTANCE 


In some of these countries in the Middle East we are at this stage of 
the game forced, compelled, to pay the bulk of the cost ourselves. 

In a country such as Iran, for example, the Government is, for rea- 
sons well known to the committee, completely broke. They do not 
have money even to pay their teachers and their soldiers on occasion, 

We are not helping them out of their budgetary difficulty; but, if 
we want a program to carry on there—and we feel that we have a great 
deal to contribute in increasing the standard of living of the Iranian 
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people, in giving them something to hope for; and I will be glad to 
describe that program in a minute—we do feel that we have to carry 
prac tic ally all the e xpense. 

They will contribute something in the way of personnel, something 


in the way of office space, and the like, but from a financial point of 
view their contribution is negligible. 


The same is true in Jordan. 

Senator GREEN. Hew do you feel that you meet the requirements of 
the law? It says that they should pay a fair share. Do you think 
nothing is a fair share? 

Mr. Bineuam. We think, under certain circumstances, Senator 

ireen, that nothing is a fair share. 

| would like to say that, in addition to making it our policy to get 
the maximum contribution from the country with which we are work- 
ing, we feel it is terribly important for the individuals with whom we 
are working to pay their way, so to speak. 

| mentioned in my statement here a little program in Liberia which 
illustrates this, known as the “2-cent program.”’ 

One of our agents in Liberia discovered that the people there needed 
cash crops, and he found that cocoa and coffee and palm oil were suit- 
able for the bush farmers to grow; and he, with the Liberian Govern- 
ment, developed a program of selling the seeds to them. The reason 
for the name comes from the fact that the cocoa pod with 24 seeds was 
sold for 2 cents, and that was enough to enable the farmer to plant a 
little crop in cocoa. 

Similarly, everywhere where these programs are going on, it is our 
practice to arrange to sell the tools or the seeds or whatever it is to the 
people, the farmers involved; but they do get advice free, but that is 
generally all they can 

Senator GREEN. But supposing they cannot afford to pay, just as 
vou cone lude some countries cannot afford to pay, then is it given to 
the ‘m? 

Mr. Bincuam. Senator, we try to work very hard through arrange- 
ments that will give them a credit position; that is, by setting up con- 
sumers’ cooperatives. For example, we are doing this in Iran. We 
are hoping to do it in many parts of the world. We hope to do it with 
the Indians in India, so that they can get what they need and get it on 
fair credit terms, and then pay for it out of the proceeds of their crop. 

Senator GREEN. Suppose there are no such cooperative agencies 
created? 

Mr. Brincuam. Well, we are not today, to my knowledge, Senator 
Green, forced to the position of giving away tools or seeds to farme 
The occasion micht arise where we es it wise to do so; that . 
not out policy in any of these areas today. 

Senator Green. You do noi do it; that is my point. 

Mr. Bincuam. That ts right, sir. 

I would not want to sav that the occasion might not arise that we 
would not feel it was wise to do it, but we are not doing it. 


AID GIVEN ONLY ON REQUEST 
Senator SmirH. Let me just ask you this: In the case of all these 


countries, they have rec juested this aid from us? 
Mr. Bincuam. Yes, sir; they have. 
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Senator Smiru. That is the criticism we are getting all the time 
that we are forcing this on them; they have not requested it from us. 
We must get that clear. 

Mr. Bineuam. That is a firm policy with us. We nev 


ever do any- 
thing with these nations that they are not asking us to do. That 
frequently means that the final programs are the result of ne 
of consultations, between our people on field trips and our missions 
out there. We frequently feel that the kinds of things that the 
nations themselves are most interested in are, perhaps, things that 
do not fit too well into the point IV philosophy. for exampl 
without mentioning names—or I will if you care to have them 
of the nations are perhaps more interested tn industrial development 
than we think they are ready for. So, we will try to bring them 
around to see it from our point of view: That the fundame: 
have to be attacked first. 

Senator SmirH#. We do not have a “Papa knows 
we, by any chance? 

Mr. Brneuam. I did not understand that, sir 


votiations, 


some 


Et Boee 
ital Loine’s 


“ 
Does 


Senator Smiru. The “Papa knows best” poliey, which sort of terri- 
fies me, with these countries. if we adopt an attitude of we 


} 


know 
what is better for them than they know themselves, it would get us 
into trouble, and I have heard criticism of it, and | am prejudiced 
against that. J think that there is grave danger in that policy. | 
think we have got to explore that very carefully. 

Mr. Bincuam. We are certainly aware of that danger, Senator 
Smith. I believe our people are well aware of that, of the necessity 


for extreme tact and understanding in dealing with these nationals 


We certainly do not want to go in and indicate that we 


can tx every- 
thing up for them. 

This has got to be a cooperative program, and fundamental we 
want to do what they want to do, what the people no 
much the government but what the people would like to d 

But | do think that we must to a certain extent stay within th 
limits of our broad philosophy as to the fundamentals and not simph 
because the government asks us to do something, agree to do it. | 
think this committee would not approve of our taking that attitude 

I think it is a combination of skillful handling on the part of out 
people. It is also a business of getting a degree of confidence estab- 
lished over a working period of time. After a vear or two of opera- 
tions, when they are shown what, for example, DDT can do in th: 
control of malaria, they will be just as enthusiastic about that as we 
are, and they will take it over and do it themselves. 


happened time and time again in Latin America. 


ePVetr so 


Lnd that has 


CONDITIONS ON TECHNICAL ASSISTANCE 


Senator GREEN. Now, the law provided that sums be assigned to 
these countries for assistance only under five conditions. 

The first one was they pay a fair share of the cost, and you say, 
fact, that is waived where vou think it is unjust (re there 
the other conditions that are waived? 

Mr. Brxcguam. You are speaking now of the Act for Inter 


h i 


Development, Senator. We are not waiving any conditions 


y any 


hnationa 
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Senator Green. Well, some people would call it waiving when it 
savs you pay a fair share and you say “nothing is a fair share.” I 
should call that a waiver. 

Mr. Brneuam. I do not want to argue with you, Senator Green. 

Senator GrreN. Never mind; I am skipping that point. I want to 
know whether there are similar constructions of the other conditions 
that vou think are not feasible, that are not fair, or something of that 
sort, 

Mr. Bincuam. We are requiring that they provide all necessarv 
information concerning the program and give the program full pub- 
licity. That is one of them. 

Senator Green. Do you insist on that? 

Mr. Bincuam. Yes, sir; we do. 

Senator GreEN. | want to get the information, because you do not 
insist on the first. Now the third. 

\ir. BrneuamM (reading): 
seeks to the maximum extent possible full coordination and integration of tech- 
nical-cooperation programs being carried on in that country. 
and we certainly insist on that. 

That they make [continues reading] 


endeavors to make effective use of the results of the program. 


We certainly insist on that. 

And that they cooperate with other countries participating in the 
program in the mutual exchange of technical knowledge and skills. 
And that is a condition we expect. td 

Senator GrreEeN. I do not suppose there is very much of that. . 


Mr. Brneuam. There is in the sense they work in multilateral tech- 
nical-assistance programs, and in Latin America through the Organi- 
zation of the American States. 


FAIR LABOR STANDARDS 


Senator Green. Well, then, it is also a provision that [reading] 

Participating countries shall be encouraged to establish fair labor standards of 
wages and working conditions and management-labor relations. 
What do you do on those lines? 

Mr. Bineuam. Yes, sir, that is in the Mutual Security Act of last 
vear. 

Senator Smirn. What section is that? 

Mr. Brnauam. I believe section 515. 

Senator Smita. Thank you. 

Mr. Brnacuam. Or were you speaking of section 528? 

Senator GREEN. Section 407. 

Mr. Bincuam. That was an amendment to the Act for Interna- 
tional Development adopted last year in the Mutual Security Act. 

We have been working on that, Senator Green. It is a difficult 
problem. We have people representing our Labor Department who 
will go out into these countries trying to encourage them to take steps 
in this direction as a part of the point IV program. In addition, 
wherever we have programs that are connected with industry, which 
this presumably is to a great degree, we will, as a part of those pro- 
grams, try to encourage a fairer labor standard. 
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For example, in Iran we have a proposed program for the develop- 
ment of small industries in the urban centers which will, we hope— 
where we will be able to set standards, to set fair labor standards for 
that country. We will lead the way. 

We will require, for example, that there be no child labor; that 
reasonable wages be paid. But we do not feel that we can lay down 
conditions, particularly in these areas where conditions are so primi- 
tive and so unlike ours—we can’t lay down certain hard and fast 
conditions in this field that they would regard as interference with 
their domestic problems. 

It is rather something which we can pursue, I think, as an integral 
part of the total program. This requirement for fair labor standards 
really gets over into the whole question of people on the land, who are, 
in effect, in many of these areas serfs on the land. They are not labor 
by our standards, but they are just terribly imposed upon in many 
of these areas 

LAND REFORM 


We cannot go in and insist on land reforms, but we can through our 
programs of establishing consumers’ cooperatives, of giving the farm- 
ers a little better seed and instruction and tools, or making those 
things available to them, improve their own position, and we can 
indirectly influence those conditions. 

Last summer a conference was held at the University of Wisconsin 
on the whole question of land tenure under the sponsorship of point 
IV and the MSA. We had people from all over the world attending 
that conference, and they spent several weeks discussing common 
problems of how to vo about this question of land reform. I think 
it was an extremely successful thing. 

The man who is heading the Egyptian program in that area at- 
tended that conference. The man who is in charge of the land-dis- 
tribution program of the Shah in Iran attended that conference. 

That program of land distribution, with which I am sure you are 
familiar, is one that we are very much interested in and in helping 
them to make it a success. Because, as you know, it is possible for 
these land-distribution schemes to fail miserably if they do not pro- 
vide adequate credit and adequate distribution arrangements, and 
if the land is just chopped up in so many squares 


ENCOURAGEMENT OF FAIR LABOR STANDARDS AN OBJECTIVE BUT NOT 
A CONDITION 


Senator GREEN. I am interested in that land reform, but that is 
something different from fair labor standards of wages and manage- 
ment-labor relations. Now, the only country you have mentioned is 
Iran, and there it is clearly prospec tive—hopes for the future. 

Are there any of these countries where you have accomplished 
anything already along those lines, and, if so, which? 

Mr. Brneuam. I do not know that we can point to any concrete 
accomplishments in the last 4 or 5 months, Senator. 

Senator Green. Then, would you advise omitting this from future 
legislation? 

Mr. Brnauam. No, Senator. 

Senator GREEN. Because it is impractical at present? 


96968—52——41 
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Mr. Bryeuam. No, Senator Green. I think it is a valuable pro- 
vision. I think it is one we certainly want to work toward, but it is 
a difficult thing to carry out. 

Senator GreEN. That is my question. I say, we do not want pro- 
visions of the law which cannot be obeyed. 

Mr. Bincuam. I think it can be obeyed, Senator. We have sent 
out directives to our missions with a policy statement on how they 
are to proceed to carry out this provision. ‘ 

[ am just not able to point to any particular instances where we 
have been successful in improving labor standards in the last few 
months. 

Senator GREEN. Are these instructions to all the nations receiving 
aid? 

Mr. Bincuam. To our missions in the point IV areas. 

Senator GREEN. Will you furnish the committee with copies? 

Mr. Bineuam. I will be glad to, sir. 

The instructions will be found on p. 742. 

Senator Smirxa. Do you mean to say you would not give them any 
know-how unless they agreed to certain labor standards, Mr. Bingham? 

Mr. Brncuam. No, Senator Smith; that is just what we cannot do. 

Senator Smirx. I do not see how you can possibly do it. I do not 
see Why that is in the law. 

Mr. Bineuam. | think it is an objective. 

Senator GREEN. It seems to me very foolish to put in the law 
provisions that cannot be carried out. 

Senator Smira. I am trying to get the philosophy of what vou are 
driving at. J] thought you were putting in a demonstration here or 
there, more than two or three, and now you are talking as though 
vou were covering the whole agriculture proble m of the world. Are 
we trying to do that? Are we running the world in agriculture 
programs, in labor standards, and everything else? It is pretty hard 
to sell that, I am afraid, on the floor. 

Mr. Bineuam. Senator Smith, on this one point of the law, the 
provision reads-——this is not a condition; this simply reads 

Senator SmiruH. Where are you reading from? I would like to see 
the act. 

Mr. Bincuam. Right here, Senator [indicating]. 

Senator SmirH. | seem to have the wrong thing. 

Mr. Bincuam. It is a short provision. It simply reads 

Senator SPARKMAN. While looking that up, does this provision 
pertain only to point IV, or is it in general? 

Mr. BinGuam. No, sir. This is only in the act for International 
Development. There is a similar provision in the Benton amendment, 
so-called, to the MSA Act last vear. This was added by the Mutual 
Security Act last year. It has only been in effect, then, 5 months. 

But, I call your attention, Senator Smith, to the fact it reads: 
Participating countries shall be encouraged to establish fair labor standards of 
wages and working conditions and management-labor relations. 

Senator Green. I understand that. That is the reason I asked 
what had been done in the way of encouragement. 

Mr. Bincuam. Senator Smith suggested he thought it 
condition we might impose. 





MUTUAL SECURITY ACT OF ‘ 637 


Senator Green. I do not agree with you that ‘fair share’’ means 
nothing; so, I do not agree with you that “encouraging” means 
nothing. 


EXAMPLES OF ENCOURAGEMENT OF FAIR LABOR STANDARDS 


Mr. Brincuam. Mr. Andrews tells me that on the 
observations he can give you an example of where we have achi 
something. 

Senator GREEN. I would like to have an example. 

Mr. Anprews. I would like to refer to Iran again. 

There is a man on the staff of the Iran Mission from the Labor 
Department. He went out there and looked over that general situa- 
tion, where, of course, as you well know, child labor is a common 
thing—little bitty girls this high [indicating] work in the mills, and 
all that business. 

He soon saw that any idea of labor unions in any sense like that we 
have in this country is completely out of the question. So he went to 
the management of one or two firms there, and he went also to the, 
within rather crude limits, the workers’ re prese ‘ntatives, and he said: 
“J would like to help you increase the productivity of your labor and 
this plant through the training of supervisors 

So they went to work and he ran a series of se thools in several plants 
on the training of supervisors. And I will say, whether you want to 
call it encouragement or insistence, the agreement for this training 
was showing how vou could increase the productivity, and the workers 
would share in the j increased efficienc Vy. And through a series of train- 
ing schools in three or four plants the output per worker was increased 
very, Very measurably, and the output per plant. I do not want to 
= the figure, but ] think it is 35 or 40 percent, or something of that 
kind. So at least he told me, and I was in one of the plants. 

The workers were sharing in this increased eficieney. How much 
J do not know, But that is the type of thing that is being done. 

It is just out of the question to go in and say, “Well, if vou do not do 
this, if you do not do that, there is nothing doing.” 

It is out of the ¢ question to talk in terms of anything like living and 
working conditions and standards we have got. You have just simply 
got to show—and the owners of these plants, which are literally oper- 
ators of sweatshops, were convinced there is something to training 
supervision and training operators. That is one instance IT saw. 

Senator Smiru. Is that not more in the jurisdiction of the Inter- 
national Labor Organization than any legislation like this? 

Mr. Anprews. It ts. 

Senator Smiru. Iam very much for it, but I do not think it belongs 
in this legislation, which seems to imply we are insisting on these 
things before we give them anything. 

Mr. Anprews. It is, sir, and ILO, 1 might say, is working in nearly 
all these countries. 

Sen: 7* Smiru. Surely. 

Mr. Anprews. I think there is only two countries, sir, where the 
TCA has a labor tvpe training like that, and that has been at the 
request of the country involved. 

I do want to make it very clear that from my observation we are 
not thrusting technicians on these people. When they ask for a 
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technician in a given line we try to supply it. We do not say they 
ought to have a labor adviser, ought to have this and ought to have 
that. ' 

The ILO is doing a wonderful work. I might say it is just a little 
bit mixed up in international politics now on certain things, as you 
are well familiar with, but they got people all over these areas. 


USEFULNESS OF FAIR LABOR STANDARDS PROVISIONS IN MSA ACT 


Senator GREEN. In your opinion does it serve any useful purpose to 
have this provision in the law? 

Mr. Anprews. I do not know what you could say on that. I could 
tell you how it served me a useful purpose just in a rather quiet way. 

Mr. Warren and I were taken to a very large textile factory in a 
certain country, and the idea,was to sell us on the idea that the TCA 
should add 10,000 spindles to that textile mill. 

We were conducted there by one of the ministers of industry of that 
particular country; and 

Senator HickenLooper. Is there any reason why we cannot have 
the name of that country? 

Mr. AnpreEws. No, sir. It is Iran. 

We looked over the thing. They were running a factory there under 
really sweatshop conditions. And when we went through and made 
all the inspection, I frankly said I did not think by the greatest 
stretch of the imagination that we could do very much on that factory 
because of labor conditions; and they ought to learn how to run that 
one first before they tried to get another one. 

That may not have been wise, it may have been unfair and all that 
business; but I frankly said it and that then stopped off the question 
of an added 10,000 spindles. 

Senator Green. It seems to me everything you have said is an 
argument against such a provision in the law. 

Mr. Anprews. Probably that is right, sir. I would be the last 
one to say it ought to be in there but it may secure useful purpose in 
certain instances. 

I would say this: where we are asked and have been asked to supply 
people, you encourage, because you cannot dictate on a thing like this. 

Senator HickenLoorerR. How can one reconcile a so-called policy 
declared in the law of encouraging standards of this kind when we look 
at Central America where American private industry has gone in 
there and raised wages to three to five times the wage locally, provided 
schools, provided medical attention, provided insurance, provided 
everything, and now is getting kicked out and expropriated? 

Is it not a fact that people have to raise their own standards by their 
own will and by their own experience, and that outsiders with a com- 
pletely different standard cannot go in and force a revolution and the 
acceptance of labor standards and wage levels? Much as we would 
like to see them, and I would like to see them have better conditions. 

Mr. ANprReEws. It is a slow, patient process, Senator. 

Senator HickENLoopER. Can we go there and take them by the arm 
and twist it until they have X number of zlotys, or whatever they use 
for currency over there, as an hourly wage and so on? Do not they 
have to do those things by themselves in the main? 

I mean is that not the only way you get progress? 
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Mr. ANprEws. In this program we try to help when they ask for it. 

Senator GrEEN. I think we have exhausted this phase of the 
subject. I do not want to cut you short, Senator. 

Senator HickKENLOopER. I was just going to say | think it is a most 
difficult problem. I think education is a proper medium. But when 
we start to put the switch on the people to change age-old concepts of 
human relations, we cannot get it done overnight, and it may take 
generations to get the job done. 

Senator SPARKMAN. Mr. Chairman, I would like to add just this 
comment. 

Senator GREEN. Senator Sparkman. 

Senator SpARKMAN. If I remember correctly, when we were in 
Europe last year, one of the things that we were somewhat critical of 
in the administration of the program, particularly in France and 
Italv, | believe, was that we had not done more to help pass on these 
benefits to the workers. And if | remember correctly, there was a 
good bit said about that in the course of the committee consideration 
of the bill last year, and probably it was due to that that these pro- 
Visions were written into the law. 

I recognize the difficulty of walking that straight line and getting 
just a perfect balance; but I believe at least we were the ones who did it. 

Senator Green. Certainly we put it in the law, but I wanted to 
find out whether it worked. Apparently it does not. 

Will you proceed, Mr. Bingham? 


GREATEST POSSIBLE UTILIZATION BY TCA OF PRIVATE ORGANIZATIONS 


Mr. Bincuam. There are one or two other principles 1 would like 
to mention. 

One is that we work to the maximum extent possible with and 
through private organizations of a great many different kinds—uni- 
versities, institutes of technology, corporations, and the like—which 
calls for a total expenditure of $4 million for a wide variety of purposes 
in this field. 

With vour permission 

Senator Green. Are those private business? 

Mr. Brncuam. All private organizations; ves, su 

Senator Green. Give us the nature of the help that you give with 
the $4 million. 

Mr. Brineuam. Just for example, we had a contract with the Avia- 
tion International Delivery Service for locust spraying in Pakistan. 

We have several contracts with universities. The University of 
Arkansas is in Panama helping with the agricultural program there. 

Texas A. & M. is going to work in Mexico. There is already a 
beginning contract in operation there, and we are negotiating a more 
extensive contract. 

Senator HickeNLoorrer. May I just clear this up? 

Senator GREEN. Yes. 

Senator HickeNLooprER. When you refer to contracts with private 
organizations you are talking about contracts with private organiza- 
tions in this country to do a public service of some kind through the 
Government fer something in foreign countries? 

Mr. Bineuam. That is right. 
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Senator H1ckeENLoorer. And not private organizations in those 
foreign countries? 

Mr. Brneuam. No, sir. I was talking at this point about getting 
private organizations, in effect, to help us with the job of technical 
cooperation work. 

There are many that have experience in this field technically and in 
special areas. For example, the Near East Foundation in the Near 
Kast has been doing this kind of thing for years. They have been doing 
work under contract with us. 

We have a contract with the American Friends Service Committee 
in India. And so forth. And engineering firms 

Senator Green. Are any of these contracts with native—if that is a 
proper use of the word—organizations? I mean organizations of the 
country. 

Mr. Brneram. I do not believe so. 

Senator Green. All American organizations? 

Mr. Brneuam. All American organizations; yes. 

Senator Green. What is the nature of the contribution vou make 
give them money? 

Mr. Brnauam. Yes, sir. They perform services for us under con- 
tract, and we pay them to do it. 

For example, in Panama the Arkansas University is setting up an 
agricultural college there. We hope to work out a contract with 
Oklahoma A. & M., which was Dr. Bennett’s university, to carry on a 
program in Ethiopia, which he was very much interested in. 

Senator GREEN. Yes. 

Mr. Brneuam. Which is an agriculture college. They will do the 
work we might do directly, but they will do it under contract. 

Senator GREEN. Is it cooperative—do they subscribe part of the 
expense? 

Mr. Brneuam. Generally not. 

Senator Green. You pay the whole expense? 

Mr. Binauam. Yes. If we did not do it that way, we would do it 
ourselves. 

That does not mean that the other government does not contribute 
to the work in just the same way as if we were doing the work our- 
sely es. 

Senator GREEN. Jt is in cooperation with the other government? 

Mr. BbinegHam. Cooperation with the other government; yes. 

Senator GREEN. In what proportions? 

Mr. Brncuam. In the same general proportions as if we were doing 
the work directly. 

Senator GREEN. In some cases you said the other governments 
did not have to pay anything. 

Mr. Brncuam. That might be true; yes. 

Senator GREEN. Is that true in some of these cases? 

Mr. Brncuam. I think, for example, that might be true in some of 
the near eastern countries where the Near East Foundation is oper- 
ating, ves, sir. 


TRAINING OF FOREIGN TECHNICIANS UNDER TCA PROGRAM 


We have a contract with the University of Beirut to do some train- 
ing for us on the spot. We have, as I recall, about 80 trainees at the 
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University of Beirut. That is done without any cash contribution 
on the part of the local government. 

Senator GREEN. What are they trained to do? 

Mr. Brncuam. They are being trained in agricultural extension 
work, in teaching, vocational education, that sort of thing. 

Senator GREEN. The natives? 

Mr. Brnenam. Yes, sir. An important part of our whole program 
is the training of tec hnicians in the other lands to carr y on this same 
kind of technical work. We have, as of the last re porting date, about 
350 technicians of various kinds in this country being trained here, 
both by some of the other agencies of the government and the univer- 
sities, land grant colleges, getting training in public health work, 
agricultural extension work. We feel that is potentially one of the 
most important parts of the whole program. 

Senator GREEN. You mean they are trained to go abroad and use 
their knowledge there? 

Mr. Bincuam. These are foreign nationals who have been selected 
by the government for training in this country in connection with 
particular projects. 

For example, if we have an agricultural e a ‘nsion program in India, 
there will be people picked out on the spot by the government and 
recommended for training in this country if that training is not 
available there, who will come over here and get the training and go 
back and go right into the same work. 

Senator GREEN. You do not pay native Americans to go abroad 
for similar work there? 

Mr. Bincuam. We are not paying for that; no, sir. We try to find 
people who are trained already. We give them an orientation course 
in foreign problems. 

Senator GreEN. Is this money which you extend used exclusively 
for the benefit of training of natives there? 

Mr. Brinauam. Yes, sir. 

Senator GREEN. Exclusively American organizations? 

Mr. Bincuam. Yes. We are trying to develop a corps of skilled 
technicians in those countries to take on an increasing share of this 
work, just as we have done in Latin America. 

Senator GREEN. If it is exclusiv ely to American organizations, you 
would not help the foreign organization. For instance, an lranian 
organization trying to do similar work, you would not contribute to 
its funds? 

Mr. Brncuam. Yes; we are doing some of that. We perhaps 
misspoke. 

Senator Green. I said exclusively American. 

Ir. Brtnenam. I think I made a mistake. For instance, in the 
India program we have an amount set aside for assistance to colleges 
in India to do technical work. We are assisting a college for women 

India. 

We are also, if Lam not mistaken, in Jordan proposing to help with 


the establishment of the first women’s college for teachers es tablished 


in the Near East. 

In that way we will help to establish training facilities on the 
and for the local people 

Senator Smira. Then you virtually pay a fee 


for taking over this teaching job for you; is that 
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Mr. Brnguam. That is right. 

Senator Smirrxa. Take the University of Beirut. I am familiar with 
that. 

Mr. Brncuam. That is right. 

Senator Smirn. If you want some people trained there, you say 
to the University of Beirut, ‘We will pay you tuition for this number 
of students’’? 

Mr. Bixnenam. That is right. 

Senator Surry. And you carry out your responsibility then through 
using that agency? 

Mr. Bincuam. That is right. 

Senator Smirg. Iam all for that. I think we ought to use existing 
agencies if we can and not set up new ones. If you bring them over 
here it is the same way—you say to the university, “We would like 
you to set up this particular project.”” It would be an ad hoe assign- 
ment in each case, and when the job is done vou go somewhere else? 

Mr. Brncuam. Yes. 

Would you like this list? 

Senator GREEN. We would, ves. 

Statement on private organization contracts is as follows: 


Private organization contracts 


Contractor and address Number | Amour Country | [ype of work 


Adams, Howard & Greely, 84 State | SCC-14026- $15, India 
St., Boston, Mass 

Aero Service Corp., 236 East Court- *C-14063- 200 ) | Liberia.....- Aerial photography. 
land St., Philadel; + 20, Pa 


Town planning. 


Afghan Institute of Technology, | SCC-14061 12, ! Afghanistan Procurement of equip- 
Ine., 533 He sa St., South ment for 
Pasadena, Calif 


machine- 
foundry shop; setting 
up library 
American Association of Schools of ‘C-8113 4 Colombia Survey of training facil- 
Social Work, New York, N. Y. ities in social service. 
American Friends Service Com- sCC-8111...- 5 India... Rural and community 
ittee, Inc., Philadelphia, Pa. | projects. 
American University of ru >-2940_ Arab East | Training prog 
Beirut, Lebanon | World. 
’ Research Foundatior »C-14027 - . : Latin Amer- | Survey for plan for 
llinois Institute of Technology, ica. establishment 


ram. 


of 
, ll. | demonstration and 
training center. 
\ hi Collaborative, 1C co 5, Costa Rica....| Housing. 
Cambridge, Mass. 
Arthur D. Little, Inc., 60 Memorial cc 3 | 20, | Egy Do. 
rive, 1 


Locust spraying. 


00 Weciaes Training of pilots 
(Spraying). 

.00 | Ceylon-..-- Exhibit of Piper Cub 
in Ceylon Exhibi- 
tion, Colombo. 

, 525 Greece : Training. 
, 600 Liberia_.......| Photographic record of 


projects in Liberia. 


900 Pakistan......| Photographic record of 
locust project in Pak- 
istan, 

ker Washington Institute of ‘C-2939 , 000.00 | Liberia Training. 
Liberia, Ine ,101 Park Ave., New 
York, N. Y 
Brigham Young University, *C-14070_. 5, 000.00 | Iran-.. Rural improvement, 
Provo, Utah | 
*hapelle, Anthony & Dickey, 24 | SCC-14548_. ), 000. 00 Photographic records 
Riverside Drive, New York, . | and narrative de- 
N.Y. | scriptions of point IV 
operations In under- 
developed countries, 


1 $200 per flying day; $100 per nonflying 
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Private organization contracts—Continued 


Contractor and address Number Amount Country 


Colombia Federal Savings and SCC-14069_- $15, 000. 00 
Loan Association, Washington, 
D.C 


Federal Reserve Bank of Dallas, *~14541 
lex., Dallas, Tex. 


Gibbs & Hill, Inc., Pennsylvania 1C-8109 000 
Station, New York, N xs 

Harland Barthomew & Associates, *C-14023 
317 North 11th St., St. Louis, Mo 

Institute of International Educa- >C-8112 
tion, Nashville, Tenn 

Institute of Ethnic Affairs, Inc., | SCC-81142 
810 18th St. NW., Washington, 
D.C 

The International Road Federa SCC-14065 
tion, Washington, D. C 

Dr. Randall T. Klemme, Still SC C-14547 


water, Okla. 


Knappen Tippetts Abbett Engi- SCC -2989 
neering Co., 62 West 47th St 
New York 19, N. Y. 

Do 

Louisiana State University, Baton 
Rouge, La. 

Massachusetts Institute of Tech- 
nology, Cambridge, Mass. 


Michigan State College of Agricul- 
ture and Applied Science, East 
Lansing, Mich 

Do 

Montana State College, Bozeman, 

Mont 


National Academy of Sciences......., SCC-14029-- 


Near East Foundation, 54 East sC C-2042 
64thest., New York, N. Y, 

Do SC C-2943 247, 
New Mexico Agricultural and Me- *C-14030 3,197 
hanical College, Las Cruces, 

N. Mex 

Northwestern University, Evans *C-14066 5, 500. 00 
ton, Il 

Near East Foundation, 54 East SCC-2937 50, 000. 00 
64th St., New York, N. Y. 

Puerto Rico Planning Board, San- | SCC-14071 700 
turce, P. R 

Purdue University, Lafayette, Ind *C-14064 36, 660 

Richardson Wood & Co.,, 551 5th >-14542 5, 000 
Ave., New York 17, N. Y. 

Louis J. Richards, 709 La Salle SCC-14540 
Bldg., Washington, D.C 

Southwest Research Institute, San 
Antonio, Tex 

Lawrence Springfield, 22d and 

Cub Arch Sts., Philade Iphia, Pa 

hibi- Roy Ek Stryker, 0 Rockefe lt 

— Center, New York 20, N, Y 

Syracuse University Syracuse, 


rd of N.Y, 
ria. 


( 


ilots 


Texas Agriculturaland Mechanical 
College System 
rd of a ” : . 
Pak- rhessalonica Agricultural and In- 
dustrial Institute Salonica, 
Greece 
Initarian Service Committee, Inc., 
9 Park St., Boston, Mass, 
nt nited States Overseas Airlines, 
: Wildwood, N. J. 
cords Do : Cc 7,000 
cords 
de- 
nt IV ; : ~ 
nder- niversity of Arkansas, Fayette- a 00 
tries ville, Ark. 


2 Terminated, 
3 Per day, 
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Private organization contracts—Continued 


Contractor and address Number Amount Country Type of work 


niversity of Denver .| SCC-14073 $3, 855. World Training. 
niversity of Florida, Gainesville, | SCC-14544- 5, 60K Latin America.| Training (English). 
Fla. 
Do 350. 0f World Training. 
niversity of Illinois College of | SCC-14025. 5 India Medical education. 
Medicine, Chicago, 0] 
Iniversity of Maryland, College ; 325 World Training. 
Park, Md. 
‘niversity of Miami 260. Of do Do, 
niversity of Minnesota, Minne- | SCC-14062 . ( Latin America, Survey of agricultural 
apolis, Minn. research in  Latir 
America. 
University of New Mexico, Albu- SC C-14546 5, 600 ..d9 English training. 
querque, N. Mex. 
niversity of, North Carolina, 20, 000. Advice to TCA, 
Chapel Hill, N. ¢ 
University of Pennsylvania, Phil- |_- ; , 285. ( World... Training. 
delphia, Pa. 
University of Utah, Salt Lake , SCC-14068_- 5, 000. Iran Rural improvement. 
City, Utah. 
University of Wisconsin, Madison, | SCC-14028 2, 000. Conference on world 
Wis land tenure 
Utah State Agricultural College, | SCC-14072_. , 000 Tran Rural improvement. 
Salt Lake City, Utah 
Vanderbilt University, Nashville, | SCC-8116__- 9, 200. Brazil Library, joint commis- 
Tenn sion. 
Washington University, Seattle, | SCC-14078_- :, 580 India Cancer research 
Wash 
World Service Student Fund, | SCC-14867_- 20, 000. OF a . Training. 
20 West 40th St., New York 18, 
mm, 


4 $266,300 in addition to above (amendmen 


Senator Smrrx. You say about $4 million worth of contracts in 
these things? 

Mr. Bincuam. Yes. 

Senator GREEN. What is the largest single contract? 

Mr. Brncuam. I do not recall offhand, Senator. 

Senator GREEN. That’s all right. 


MULTILATERAL TECHNICAL ASSISTANCE 


Mr. Bineuam. Now I would like to mention for a moment that in 
the multilateral phase of this we have in this bill proposed a total sum 
of $17 million to carry on in the coming year the multilateral technical 
assistance program. 

Sixteen million dollars will be for the United States contribution to 
the United Nations and the specialized agencies—the Food and 
Agriculture Organization, the International Labor Organization, 
World Health Organization, UNESCO, and so forth. 

One million dollars is for the United States contribution to the 
Organization of American States, which is carrying on regional 
technical assistance programs of a specialized character in the 
Americas. 

We feel, and it has been the policy from the beginning, that to the 
extent possible technical assistance should be carried on “by the inter- 
national organizations. There are many advantages to this kind of 
operation. 

In the first place, we get some contributions from other govern- 
ments. The policy is that the United States contribution shall not 
exceed 60 percent of the total. 
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In the second place, the governments, themselves, get a feeling of 
participation in the work. However small their contribution, it is 
an international operation and psychologically valuable to them. 

In the third place, we can call upon technicians from other countries 
who might not be available, probably would not be available, for 
the United States program. 

Then there are types of activities which are particularly suitable 
for carrying on by international organizations. For example, any 
sort of a regional project. Locust control in the Middle East is 
something that cannot be done just by regard to national boundaries; 
it has to be done on an international basis. We are working with the 
FAO in that endeavor. 

We in the bilateral program, the United States program, make it a 
fundamental policy to cooperate with these international organiza- 
tions and support their work. Sometimes we can work it out so that 
we will carry on a part of the project, supplementing what they are 
doing. And that is the case in this locust-control work. 

Then there is another phase of the activity where international 
operations are desirable, and that is where there are political difficul- 
ties involved in the advice that is given. 

For example, if the project is in technical assistance in some public 
administration work, improving the techniques of government, it is 
more difficult for us as the United States to give the right kind of 
advice and have it taken than it is for an international organization. 

Senator Green. I would think it is very dangerous to propose 
it even. 

Mr. Brncuam. Yes, it is. 

Senator Green. We would not like them to come over here and 
tell us how to improve our Government, much as it needs improve- 
ment. I do not think vou ought to do that. 

Mr. Bincuam. We never do it unless they specifically ask us to 
make suggestions, and even then we are careful. 

Senator GREEN. For what sort of help have they asked us? 

Mr. BincHam. Saudi Arabia, for example, has asked us to help in 
setting fiscal procedures of the Government. 

Senator Green. What is your action? 

Mr. Brneuam. Our action is to send two or three fiscal experts there 
to help set up procedures. 


REIMBURSEMENT FOR TECHNICAL ASSISTANCE 


Senator GreEN. Do we pay for them or do they pay for them? 

Mr. Bincuam. We pay for them. 

Senator Green. Why should not they pay for them? 

Mr. BincHam. Well, our experience has been that it is preferable 
they do not go on the payrolls of the other governments. In many 
cases that would be possible, but there are various disadvantages. If 
they go on the payrolls of the other governments, they tend to lose 
their standing and status. 

We have found by experience that their advice is not apt to be 
given the same degree of attention. They may not get the same kind 
of supporting services that we can give them. For example, just the 
little things, like a car to get around in. If they have to rely on the 
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somewhat uncertain service of a government such as that in Saudi 
Arabia, the efficiency of their work would be cut down. 

Senator Hickentooper. Is there any reason why they cannot 
reimburse us for the expenditure? It is Saudi Arabia that is rolling 
in oil and has got more money than they know what to do with, and 
we go in and practically refuse to be reimbursed. 

Mr. Bincuam. I might poimt out, Senator, we have in Saudi Arabia 
a relatively small program. It has not been the principle in this 
technical assistance work, what you might call pure technical assist- 
ance, to ask for reimbursement for it. 

Senator HicKENLOoPER. I am aware of that, and that is one of the 
things I have not been able to understand. 

Senator GREEN. That is what we are asking about, the principles. 

Senator Smiru. Why should we not? 

Senator HickENLoorrr. Why should we not be reimbursed for 
those things? 

Mr. Brneuam. In Latin America, for example, over the period of 
time we have been operating there successfully, | think it is found the 
work will multiply and more will be accomplished in the long run if 
the governments are encouraged to make contributions to a joint 
operation and not to pay for our technicians; that we can act as a 
catalytic agent in getting things going much better if we undertake 
to bear the expenses of the technicians and others. 

I suppose in Latin America there are governments who could afford 
to pay the relatively small cost of our programs. But what they do 
is contribute much more than we are paying to a joimt operation. It 
is a multiplying factor. 

Senator HickenLooper. It is their economy being helped. 

Mr. Brncuam. That is quite right. 

Senator GREEN. You do not propose that in the case of Saudi 
Arabia? 

Mr. Bincuam. We do propose it, Senator. We are at the stage, 
however, where we are only beginning operations there, and we 
feel 

Senator GREEN. You say you do propose it in Saudi Arabia? 

Mr. Bincuam. We do propose to set up a joint operation for the 
development work, ves, sir. 

Senator GreEN. For fiscal organization of the country? 

Mr. Brneuam. In that particular case we would probably not use 
the Servicio Division. The Servicio or joint cooperative service device 
is more appropriate for the type of thing like agricultural extension 
work, agricultural development or public health programs or technical 
education programs. 


REASONS FOR NOT ASKING FOR REIMBURSEMENT 


Senator GREEN. At a similar hearing a couple of years ago I went 
into this thing fully, and the State Department assured us that they 
would not allow their employees to be employed by foreign govern- 
ments, that they would lend them, but that the foreign government 
would pay the State Department for them. 

Mr. Brinauam. | am not familiar with that procedure, Senator 
Green. It is possible for us to have people actually serving in a dual 





MUTUAL SECURITY ACT OF 1952 647 


capacity both as our representative and as the representative of the 
host government. That is the case in the Servicio operation. 

Senator Green. Let’s take Saudi Arabia. It is simpler if we stick 
to that, for example. 

Mr. Binauam. In that case, as far as I know, the technicians in- 
volved are simply United States technicians. 

Senator Green. We pay them? 

Mr. Binauam. Yes, sir. 

Senator Green. Do they get additional pay for service there? 

Mr. Bincuam. No. 

Senator GREEN. You would just assign them to that work? 

Mr. Bincuam. Yes. 

Senator GREEN. Of giving advice as to organizing the fiscal 
rangements of the government? 

Mr. Bincuam. That is right, at their request. 

Senator Green. Then they feel under obligation to us? 

Mr. Brncuam. Well, I assume they do; ves, sir. 

Senator Green. Do they say “Thank you” or anything of that 
sort? 

Mr. Bincuam. I think it is our feeling, Senator Green—and this 
is a very good example where the kind of things that will make for 
fundamental improvement in the standards of living of the people 
and in their conditions of life they have never had before, will follow 
from the kind of work that we can initiate. And I do not mean 
initiate in the sense that it is our proposal but that we bear the 
burden in the early years. 

Now we did bear the burden in the early years in Latin America. 
Today the success of the program has been such that the other goy- 
ernments are carrying the major share of the load. 

Senator GREEN. | think that is very true. But I think you have 
gone a little far afield when you designate people to be fiscal advisers 
to foreign governments. 

Mr. Bincuam. In the case of Saudi Arabia, they cannot make much 
progress until they improve their governmental operations. They 
cannot carry out extension programs, they cannot carry out public 
health work until they have developed some of the mechanical 
facilities of government. 


SURVEYS MADE BY PRIVATE ORGANIZATIONS 


Senator Smira. May I make an observation here? I would like to 
ask Mr. Bingham a question, if I may. 

About 1930, I was connected with a law firm in New York which 
was asked by the Department of State if they would be in a position 
to have the senior partner, Mr. Hines, make an economic survey of 
Turkey; that the Turkish Government had said they were willing to 
pay for such an over-all economic service. 

It was done—I know, because I was associated with it—it was done 
on a business basis. The Turkish Government paid a fee exacted by 
the people that worked on it. It was a reasonable fee, but it was 
done. A full report was made. They have said since then it was 
one of the most useful things they ever had done. 
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They simply employed American experts, had a big staff, and former 
General Somervell was one of the chief men in the operation, which 
resulted in that way. 

Why should we change a policy like that and try to be imposing our- 
selves on these people. We paid Saudi Arabia nearly a million dollars 
here when that whole Turkish survey for the whole country was in 
the peighborhood of two or three hundred thousand dollars. Why 
do we change that policy and contribute $700,000 to Saudi Arabia 
when they have got plenty of wealth to pay for it, instead of them ask- 
ing us whether they can get some technical advice from us on book- 
keeping? 

Mr. Brncuam. I certainly did not mean to suggest, Senator, any- 
thing like that amount. I suppose the total cost of the fiscal advice 
contract is in the neighborhood of forty or fifty thousand dollars at 
the most. That comprises the program of the extension. 

Senator Smirx. | am speaking of the analogy with the other case 
where the Turkish government came and asked for the survey, and it 
has been one of the most valuable things ever done. 

Senator GreEN. Do you not agree there should be a general policy 
of the State Departmert on all these matters? 

Mr. Brneuam. Yes, sir. I do not think there is a different policy 
here. 

Senator GREEN. Does the State Department approve this under- 
taking vou just mentioned in Saudi Arabia? 

Mr. BinGuam. Yes, sir. We are part of the State Department, 
Senator. 

Serator GREEN. I know you are, and another part reacts in another 
way. I want to know if this is the general policy. 

Mr. Bineuam. I would say our general policy is certainly to en- 
courage in every place where there is any likelihood of it the kind of 
work I am talking about be done under private contract. 

Senator Green. I asked for the general policy when a foreign 
government asks for agents of the United States to aid them in this, 
that, or the other. What do you understand the policy of the State 
Department to be? 

Mr. Bincuam. Well, we would not give such advice if we felt there 
was a possibility they would pay for it. 


POSSIBILITY OF LOANING EXPERT ADVISERS 


Senator Green. I am asking what you understand is the general 
policy of the State Department in such cases, not in regard to your 
own organization, but in any organization. 

Mr. Bincuam. With respect to the request for advice of this 
character? 

Senator GreEN. For the loan of some expert advisers. 

Mr. Brycuam. To serve on the payroll of the other government? 

Senator Green. That is the question—whose payroll would they 
be on? That is the question. What is the policy of the State 
Department? 

Mr. Binenam. I am afraid I cannot answer that question, Senator 
Green, as to the possibility of loaning United States employees. 

Senator Green. Perhaps Mr. Wood can enlighten us. 


» 
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Mr. Woop. I am afraid I cannot. I do know this, Senator Green: 
that there are all sorts of permutations and combinations in this 
type of situation. If a request came from a country to the State 
Department saying, ‘We would like to have an expert, an American 
expert, come to our country to do something for us,”’ and if the country 
were a developed country, the State Department, I believe, would say, 
‘We will use our good offices and make some recommendations to you 
as to who would be a good man for that purpose.’ An example 
would be the case which Senator Smith mentioned. In that particular 
case it may well be that a representation of the Turkish Government 
which, by the way, is a much more forward-looking government and 
understands the uses of these things better than, let us say, Saudi 
Arabia—called on our Ambassador to Turkey and said, “We would 
like to have such a survey made.’”’ And our Ambassador to Turkey 
probably communicated with the State Department here, and they 
talked to these engineers. In that particular case the State Depart- 
ment would act only as a broker. 

Senator Smira. They actually came to their Ambassador here. 
He made the request of the State Department at the request of 
his Government. 


Mr. Woop. Exactly. 

Senator Smira. He made the request and the State Department 
said to Mr. Hines, ‘‘Would you be interested?” 

Mr. Woon. Yes. 

Senator Smirx. He said, ‘Under certain circumstances I would.” 
It was set up and a contract was made and signed. 

Mr. Woop. In that case clearly the State Department would not 
offer to pay for it. 

Senator Green. I am talking about cases where an employee of 
the United States Government was assigned to this work. 

Mr. Woop. In that case, again, it is entirely possible that under 
certain circumstances the employee might be made available and 
put on the payroll of the foreign government and paid for by the 
foreign gov iene nt. 

Senator Green. In the hearing to which I referred the general 
principle was enunciated by the representative of the State Depart- 
ment. I would be glad if you could give us the general principle 
applicable to such cases. 

Mr.,Woop. I think the general principle applicable to that par- 
tic ulaf type of case, Senator Green, is that the foreign government 
would pay or reimburse the department of the Government, through 
the State Department or directly, for this. 

Now, at the same time, there is another type of case, which is the 
one that Mr. Bingham has been discussing. ‘That is the kind of case 
in which, as has been already well established, we employ, as a method 
of getting something started this pump priming—this free demonstra- 
tion of what can be accomplished. The Technical Cooperation Ad- 
ministration, with funds made available by the Congress, will, as 
Mr. Bingham. mentioned in the case of Saudi Arabia, make available 
an expert, who may be drawn either from a private engineering firm 
or from the Department of Agriculture, and pay that expert’s salary 
in dollars while he is doing this particular job. Both of these situa- 
tions can and do arise. 
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It has been generally the policy under the point 1V program that the 
expert who was made available was paid for by the United States 
Government with point IV funds. It has also been the policy to push 
as rapidly as possible, as has been done in the program in South 
America, to the point where the country itself is making the maximum 
contribution to a joint program. 

Senator GREEN. Just goon, Mr. Bingham. 

Senator Witey. May I ask how the Philippine situation was 
handled? 

Mr. Woop. At which point do you mean now? 

Senator Witrey. You remember things were going haywire over 
there and we sent a group to make suggestions, and so forth. Who 
paid for that? Did we pay for it or did the Philippine Government? 

Mr. Bineuam. The United States paid for that, Senator Wiley. 

Senator Witey. Of course, we have given advice in relation to the 
set-up in France as well as in Italy. 

Mr. Bincuam. That is correct. 

Senator Witey. And in relation to taxation, and so forth, as to 
what could be done. 

Mr. Bincuam. Yes. 

Senator Wriey. | suppose that was more gratis. 

Mr. Bincuam. Technical assistance programs in countries to which 
we are giving aid, Senator Wiley, are so far as the dollar cost is con- 
cerned generally paid for out of the appropriations made available 
by the Congress for these programs. 

Senator Winky. Yes. 

I would like to ask Mr. Bingham one or two questions. 


PROCEDURAL MATTER RELATING TO RECORD 


Senator GREEN. Before you do that, may I suggest that Mr. Wilcox 
has a matter he wants to bring up before we break up, and some of 
the Senators may wish to go to the floor. I will ask Mr. Wilcox 
to make his statement to the committee now. 

Mr. Witcox. Mr. Chairman, this problem relates to the printing 
of the executive record. You will recall that the committee decided 
about a week ago to print only the open hearings, plus the statements 
which the witnesses submitted for the press each day when they 
appear here. 

We have had some of the executive sessions edited by the executive 
department of the Government, and we find that for the most part 
the testimony and the questions and the answers remain intact. 
Those could be printed without any detriment to the national security. 

It is the feeling of the staff that the committee may want to recon- 
sider the original decision to print only a limited portion of the hear- 
ings, and may want to print the entire proceedings as they have been 
edited, simply for security reasons. 

It would be our recommendation for various reasons that the whole 
transcript might well be printed. 

Senator Gitterte. After it has been edited? 

Mr. Witcox. Yes, for security reasons, Senator Gillette, the stafl 
always edits the record. 

Senator Green. What do the members think? 
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Senator Samira. Mr. Chairman, I think it is desirable. We have 
had very interesting testimony vesterday aan today in executive 
session. I think many of my colleagues would like to be in on this sort 
of thing, and unless it is printed we cannot let them. We will have 
to depend on the floor on what we have heard if we are trying to 
defend this legislation. I think it is better to have it in shape that 
we can refer to so our colleagues can see exactly what guided us. I 
do not think anything is gained by keeping it secret. 

Senator GREEN. Do any others have any comments to make? 

Senator HickeENLooprr. I see no reason why you cannot publish 
the whole record with security matters deleted, except some of the 
most important observations and things that go most deeply into 
this whole program are bound to be deleted from the record, so that 
the rest of the Senate will not get the full picture. 1 am sure there 
are certain statements that have been made here that might affect 
my thinking which will not creep into that record. 

Senator Green. Then the idea would be to let each witness edit 
his own testimony? 

Senator HickenLoorer. Apparently they have already done that. 

Senator Green. Have they already done it? 

Mr. Witcox. Mr. Chairman, we have sent the first transcript to 
the executive branch. For instance, the committee agreed that 
General Gruenther should edit his remarks. About 25 percent of 
the testimony he gave has been deleted because of security reasons, 
but there is still a substantial portion of his testimony which is avail- 
able for publication. Much less of the testimony given by other 
witnesses would be deleted, a relatively very small amount. 

Senator Green. The question was whether they have been edited 
by the witnesses already. 

Mr. Wiicox. Some have, Senator Green. 

Senator Green. But not all? 

Mr. Witcox. But not all by any means. 

Senator HickeNLoorer. May I ask whether a complete record 
what has been said unexpurgated will be maintained by the committee 

one COpy. 

Mr. Witcox. Yes. 

Senator HickKENLOOPER. So that everything that has been said will 
be of record. There is a peculiar habit of saying something is off 
the record until after the legislation is passed, and then everything 
appears in the papers from some other agency. When it does, some- 
times it is interesting to go back and check the actual complete record. 

Mr. Witcox. We will have the complete record, Senator, in our 
executive files. 

Senator HrckeNLoorerR. That is fine, then, 

Senator Green. Then I understand that it is the consensus of 
opinion that one complete record should be kept in the files of the 
committee simply for the use of the committee here in the committee 
room, and that all the rest of it shall be edited by the respective 
witnesses for security reasons and then published. Is that right? 
Is there any objection? 

That decision is made. 

Senator Wiley? 


EB9GB8 
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Senator Witey. Mr. Bingham, I just have two or three questions 
I want to ask you. I assume you have gone into these various terri- 
tories that you testified to today personally. 

Mr. Bryauam. I have not, sir. Mr. Andrews has. 

Senator Witey. Then perhaps I should ask him. 


EFFICIENT AND EFFECTIVE EXPENDITURE OF TCA FUNDS 


Is it your judgment that we are proceeding efficiently, that we are 
getting our dollars spent with judgment and discretion? 

Mr. ANprews. I certainly do. I will bring that out when I come 
to my testimony here. | think we can be proud of some of the people 
and how we are really holding our feet to the fire upon the business of 
expenditure. 

Senator Witey. We have heard loose talk at times something to 
the contrary. But you look like a man of discretion. Atleast you are 
able to judge what you see, | take it. 

Mr. Anprews. That is right. I hope so. 

Senator Winey. | think that is very important that talk be scotched, 
if it is false. 


EFFECT OF TCA ON ATTITUDES TOWARD THE UNITED STATES 


Now the next question is: Is it the judgment of both of you that 
this particular program is creating for this country of ours a feeling 
of warmth of the other countries and the other people—in other words, 
a friendly feeling—in a sense, a feeling that we are trying to do some- 
thing without any thought of compensation or pay ourselves. Do 
you see what | mean? 

Mr. ANprews. Yes, sir. Sir, when these programs finally, and our 
people finally get to the people in the village, it is an astounding 
warmth. Iam talking about the rank and file now. 

Ll want to be perfectly honest. Way high up in the Government 
we sometimes have suspicion and all that. But when we finally 
break through the technical ministries and get down to the villages 
and start these programs, you have people that really are for you on it. 
I could relate by the hour instances of where it is really true that the 
people we are working with in these villages do believe in America 
and do see that we are not kidding them, we mean business. 

Senator Witey. Do you find active opposition to the program? 
Mr. Anprews. Nothing except in the Communists. The Com- 
munists hit it all the time. They hit us right and left. 


POSSIBILITY AND PLAN OF A CUT 


Senator WiLey. Now, as you know, the situation in this country is 
and | think it was intimated by General Eisenhower in his report 
that the people generally feel we cannot go on forever being Santa 
Claus to the world, or so forth and so on. Now if there should be a 
cut in this program, what would happen so far as you are personally 
concerned? What is your judgment? ? 

Mr. Anprews. Sir, I would rather not comment on it. 1 will be 
perfectly frank with you. 

Senator Witey. | think you got to face it, sir 





MUTUAL SECURITY ACT OF 1952 


Mr. Anprews. All right, sir, I will face it. 

So far as the point IV program is concerned it should not be sub- 
stantially cut in some of the areas—in the first place, there will be 
very little in some countries—as Mr. Bingham pointed out there is 
only about $50 million in some 31 countries. I think it would be 
disastrous to cut that, because those programs are really built up 
solid. 

Now on the three big programs, I would say under conditions that 
we are facing out there, and with the political objectives and the 
objectives of our Government, it would be very bad to cut the oF 
Iran, and Pakistan programs. But I am not saving it would be dis- 
astrous if it was cut some. 

The technical assistance program is, as you well know, primarily a 
low-cost program. It is not a really big money program. And if it 
is cut, it would be a reduction in the speed at which you are trying 
to arrive at certain broad objectives in these countries. 

Senator Witey. You do not see that any opportunity or any place 
where with a little more efficiency you could get the results even 
with a cut? 

Mr. Anprews. Sir, that is awfully hard to say, but actually it is a 
question of how fast one likes to go. You have always got to weigh 
it against the expediency or the particular situation. 

Take in India. That is a big program there. I would lie to you 
if 1 told you that you could not cut down the program and still could 
not achieve measurable results and real results. 

But here you got India. This program in India is designed to try 
solve that terrible food situation out there. As an individual, I would 
say it is worth the try. I am not saying that we will succeed at all. 
I am saying it is a situation that demands that we try. The 1953 
India program is essentially a multiplication of the Etawah plan 
which Mr. Holmes described to this committee last year. 

The people in the field and I have looked over it and say it is going 
to take a minimum of $115 million or more to expand this program, 
multiply it, the Etawah project as it stands today, to a nation of 350 
million people. | would go to it. But I would not be honest if I 
told you any of these programs could not be cut. 

Senator Winey. As I understand what you agree to is that the 
Congress should not possibly apply the particular reduction to any 
particular program, but an over-all cut, as testified to here, and then 
leave it in the hands of the administrative bodies. 

Mr. ANpreEws. Certainly. 

Senator Witry. As to where the cut could be applied? 

Mr. AnpreEws. Yes. 

Senator Witey. Is that vour judgment, too? 

Mr. Brnacuam. Yes, sir. 

Senator Witey. Thank you. 

Mr. Bincuam. I would like to make one point in that connection, 
if I might, Senator Wiley, before you leave. I would like to call 
attention to the fact that our proposal for India, which is $115 million, 
is less than half of what Ambassador Bowles proposed and wanted 
very badly, as he appes ared before this committee and made his pro- 
posal at that time. In his judgment this is not enough 

Mr. Anprews. That is right 
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Senator Witry. I read a recent article by Bowles. We also had 
his testimony. He did a pretty good job before this committee, I 
thought. Some of us never knew him before. He showed he is out 
there trying to do the best job he can under the situation. But we 
also face the situation wherever we go, that when anybody comes 
back, they are nursing their own particular baby and there is no other 
baby that needs to be nursed. We know we have got a lot of them 
on our hands. Our problem is to do that which is right in view of 
America’s situation, too. 


PRIVATE CONTRACTS UNDER TCA 


Mr. Anprews. Mr. Chairman, this list of private contracts referred 
to, you asked about the large contracts. The two largest contracts 
in here—one is for $650,000 to the University of Beirut which trains 
people for us in carrying out these programs. 

The other large one is $400,000 to Syracuse University for the 
making of what we call How-To educational films. 

As the Senator well knows, it every one of these countries illiteracy 
is terrific. Maybe 90 percent are illiterate. The problem of com- 
municating with the individual is terrific. So we are using the medium 
of motion pictures which they can see and understand. This $400,000 
is given to Syracuse University for making what I call How-To type 
of film that will be shown to the natives in these villages. 

Senator GREEN. Just for illustration, how is that spent by the 
university? What do they agree to do? 

Mr. ANprews. They send out camera crews there. They take the 
pictures, they write the script, they develop the film, they edit the 
film, then pass it up to us for final approval, and it is turned over then 
to our missions who show them in the villages. 

Senator Green. Thank you. 

Mr. Bingham, | think you have had a lot of interruptions to your 

‘stimony. Perhaps we had better get back on the track 

Senator SPARKMAN. Mr. Chairman? 

Senator GREEN. Senator Sparkman. 


PACE OF TCA PROGRAMS 


Senator SPARKMAN. Before we go, and in this connection, par- 
ticularly in connection with some things Mr. Andrews said, I would 
like to say just this: That there is no part of this program that I can 
support more heartily than I can the point 4 program. I really 
think it holds more hope out for a greater portion of the world than 
any other part of this tremendous program we are pointing up. 

But I want to be sure—and I want Mr. Andrews to listen to this. 
He said something that I think is absolutely right and something we 
must actually understand, and that is, This is by its very nature a 
relatively small and progressive program. My great concern is that 
we not try to push it faster than we have projects that will take it 
and technicians that are able to do the work. 

I will direct this to all three of these gentlemen. Do you feel that 
is the policy that we are following? 

Mr. Brneuam. It certainly is, sir, but I would like Mr. Andrews, 
having been in the field as [have not, to comment more at length on it. 
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Mr. AnpreEws. Sir, all [ can comment is on the program as I saw 
it operating in the field at this time. 

They are down-to-earth programs. They are programs that start 
where the people are and try to move up. 

Now, I do not wish to deny the fact there is terrific pressure to move 
the thing fast. Some of the countries want to move it fast to get 
in more money. Some of the others want to move it fast 
because they feel it is of particular urgency 

This is something—actually if you tac ile three problems, as Mr. 
Bingham has outlined, hunger, health, and education, you just do 
not do that overnight. 

Senator SPARKMAN. As a matter of fact, one of the most harmful 
things that might come to it would be moving too fast. 

Mr. ANprews. Of course, that is what I think. Other people 
might disagree with me. 

Senator SpaRKMAN. I believe that heartily myself. I think that 
was Dr. Bennett’s idea. In other words, it was one that had tobe 
developed. 

Mr. Bincuam. Yes, sir. 

Senator SPARKMAN. Is that not right? 

Mr. Brineuam. Yes, sir; I believe it is. I do not think we are trying 
to move too fast in the big programs. They are big for the reason 
that we are trying to help these governments to make available 
these wherewithal that will make this technical assistance effective 


, Maybe, 


SIZE OF THE INDIAN TCA PROGRAM 


The program in India, which is half of this total we are asking for, 
is fundamentally a food-production program designed to give the 
farmers in India through these rural-development projects access and 
make available to them the tools, fertilizer, the water, and seed. 

Senator SPARKMAN. I subscribe completely to the Indian program 
as 1 understand it, and it seems to me if we get the technicians to do 
the job, it is not too big. 

As I understand what we are doing there, we are simply taking the 
Horace Holmes program that was so well presented to this committee 
last year, and has been so well presented to the country as a whole, 
and we are simply expanding that program from maybe 50 villages to 
1,500 villages. That is about right; is it not? 

Mr. Bincuam. It would be a lot more than that. 

Senator SPARKMAN. It goes beyond that? 

Mr. Bincuam. Yes. 

Mr. Anprews. The Horace Holmes project is 100 villages, and you 
are expanding that this vear 40 times—49 projects to that size 

Senator SPARKMAN. Then that gives you 4,000? 

Mr. Anprews. Yes. 

Mr. Binauam. Double the size of the Etawah project. 

Senator SPARKMAN. I saw somewhere 1,500 villages. 

Mr. Anprews. Projects. 

Senator SPARKMAN. You are expanding 40 times in effect? 

Mr. Bincuam. Really 80 times. Each of the projects we are 
planning for this year will be twice the size of the Etawah project in 
terms of villages. 
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Senator SPARKMAN. How large a force are you having to recruit in 
this country to do that job? 

Mr. Bincuam. | can give you the exact figures for the number 
technicians that we expect to have in India next vear. 

Senator Green. Is that how many vou need or the number you 
think can be fitted into the job? 

Mr. Bincuam. The number we need. 

Senator Green. The question was the number to be fitted into the 
job. 

Senator SPARKMAN. Senator, 1 was going to follow up the question 
when he gave me the number as to whether or not he would be able to 
find those. 

Mr. Bincuam. We are planning on 467 technicians for next year 
in India, of which 274 would be in the field of agriculture, forestry, and 
fishery, 46 in health and sanitation, 26 in natural resources, public 
works, and transportation; 36 in education, 48 in industry, handicraft, 
and housing; 5 in public administration, and 32 for the program direc- 
tion and over-all purpose. 

We do feel we can find people to go. We have got great numbers 
being recruited right now. 

Because of the fact, Senator Sparkman, that we got our money on 
November 1 and we negotiated a covering agreement with India only 
at the beginning of this vear, our actions have been very substantially 
delayed. 

We must also be sure we are not sending technicians out faster than 
there is housing and other facilities ready to receive them or faster than 
the Indian Government is prepare “l to receive them. That is a very 
acute problem in this case. They are a little sensitive about having 
Jots and lots of Americans. 

The idea is there would be a small team of Americans in each one of 
these rural centers, but that the bulk of the people working on this 
program would be Indians. 


INDIAN TECHNICIANS TO BE EMPLOYED ON PROGRAM 


Senator SPARKMAN. I was going to ask you that question, too. 
How many Indian technicians will there be tied into this program? 

Mr. Brxeuam. I would like Mr. Hansen to answer that question, 
who is in charge of this area for TCA. 

Mr. Hansen. The present calculation in New Delhi is it will take 
87 Indian professional personnel in each of the centers; so when you 
multiply that next year it gets up near 8,000 that will be needed. 

Senator SPARKMAN. Are ‘they available? 

Mr. Hansen. They are not available at the moment. 

Senator SPARKMAN. Are we going to have to train them? 

Mr. Hansen. We are going to have to train under this program in 
a combination with Ford Foundation funds and our funds. We are 
preparing to train them. 

Senator SpARKMAN. This set-up by the Ford Foundation, is that 
to be a new school or it is being done in some Indian university, or is 
it just a training center set-up, or what is it? 
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Mr. Hansen. It is a training center at each of these Etawah-type 
centers. Because the language differs from one center to another 
and the standards of living differ, they try to keep the professional 
people near their home villages for training at the site where they 
will work. 

Senator SPARKMAN. How long is that training period? Just 
roughly. I just want the general information. 

Mr. HANsEN. Six months. 

Senator SPARKMAN. As I recall, when Holmes testified before us he 
told about bringing in representatives from the individual villages 
and training them. Is this something comparable to what he did? 

Mr. Hansen. Yes, sir, he is directing the preparation. 

Senator SPARKMAN. In other words, an expansion of that? 

Mr. Hansen. Yes. 

Senator SpaARKMAN. Of course, the thing that scares me about one 
of these programs is the thing that happened in Indonesia. You did 
not administer that. That was not your program, is that right? 

Mr. Brncuam. That is right, we did not. 

Mr. Woop. That was a MSA program. 


TENDENCY TO EXPAND TCA PROGRAMS-——AS IN INDONESIA 


Senator SpARKMAN. That leads me to something else. I heard 
your explanation here as to why it was given to Mutual Security, 
and of course, I can see some logic in it. But I feel rather strongly 
that when this bill was acted on last year it was the feeling of this 
committee that work of this type would be kept under what we call 
point IV technical assistance. 

I may be entirely wrong in my own individual construction, but 1 
wonder sometimes if some of those agencies do not get away from the 
idea of littleness, or the smallness, of the type of this program and 
the town-to-grass-roots level of doing the work, and instead they 
think of what was described to us last year several times as impact 
programs. 

Now I have talked with some people who have been to Indonesia 
and I have heard some of these criticisms that have been directed to 
the program we were trying to do over there. The impression I got 
from these people—I did not go in there myself. I planned to go 
last December, but I did not get there—but the impression I got 
from these people was right along this line: That instead of moving 
in like the program you described in India, we had people moved in 
and sought to impose the program—if that is the proper word—in a 
big form, and it just simply did not take. 

Now, Mr. Wood, I heard your description yesterday, for instance, 
about the Diesel motors that were put in those fishing boats, and I 
wanted to ask you this question but I had to leave before it got 
around to me. I understood that they contracted for some very 
fine boats to be built away from there somewhere. Is that true? 
Somebody told me that our people went in and contracted for—I do 
not remember the number. I started to say nine, but I may be 
wrong—very fine expensive boats, much more expensive, much larger 
than they had ever been using. 
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I was also told it was a matter of fact people right there in Indo- 
nesia could have built the boats themselves, as fine boats as those 
that were bought. 

Mr. Woop. I do not know the details of that. We will have Mr. 
Cleveland back as a witness at a subsequent session, and I will ask 
him to go into that with vou. 

I can only say that one of the basic principles we try to follow in 
these programs is to make sure that the maximum use is made of 
local resources, and that things are not bought which are grandiose 
and where a substitute that is about as good can be developed. 

I might say in response to your comment, which is a very inter- 
esting one and goes to the heart of this matter, that I think it is fair 
to say, except in a place like Formosa or Indochina, where the active 
military operations are going on, that the work that the Mutual 
Security Agency is doing and proposing to do—and Indonesia is a 
good example—is very largely indistinguishable in its purpose and 
its nature from what the Technical Cooperation Administration will 
be doing in a similar situation. They are both technical assistance. 
They are both grass roots. They are both designed to get the pump 
primed and to get people started with some concept of how they can 
move forward to develop their own resources. 

It is true—and I am sure your impression was correct—that there 
was a school of thought well over a year ago which was reasonably 
vocal in the Mutual Security Agency and which advocated a policy 
of doing everything in a rush— of pushing projects forward with 
great speed. The word “impact” was used over and over again. 

[ think experience in dealing with the problem and experience de- 
rived from discussions with Dr. Bennett and other people like him 
have very greatly tempered that point of view. That is not to say, 
however, Senator Sparkman, that there is a feeling in MSA, any 
more than there is a feeling in the Technical Cooperation Adminis- 
tration, that one of the purposes of our activities in these areas is not 
to make an impact, particularly at the grass roots, on the feeling of 
the people—not to make an impact on the terrible inertia which has 
existed for centuries in these areas—not to start things moving. 

But I think the term “impact”? was perhaps partly misunderstood 
and partly misused. 

I think we have settled down to what strikes me, as a reasonably 
conservative former businessman, as something that makes a lot of 
sense in these areas 

There may be particular projects or particular activities that one 
could criticize. I find them sometimes because I am looking for them. 
But taking the thing as a whole it strikes me that we are on a pretty 
sound course. 

I do want to point out that there is substantially no difference in 
the point of view and the objectives and the methods except where 
certain special conditions obtain, such as in Indochina and Formosa, 
between what the Mutual Security Agency is trying to do by way of 
grass roots technical assistance and stimulation of the use of resources 
in these areas, and what the Technical Cooperation Administration 
is trying to do in India. 

Senator Futsrientr. Will the Senator yield? 

Senator SPARKMAN. Yes. 
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FUTURE COURSE OF TCA PROGRAMS 


Senator Futsricut. Now, how do you explain this experience in 
Indonesia if what the Senator from Alabama has said is true? 1] 
cannot imagine them rebelling against a real grass-roots approach. 
It seems to me on its face it convicts you of having had some other 
approach. 

Mr. Woop. You might be right, Senator. It is a very, very 
complicated situation. 

Senator Futsricur. You know what you said about the impact 
psychology that we do know was in the MSA, and a lot of us have a 
suspicion it is still in MSA, because I have never seen an agency con- 
verted as quickly as 1 year. I think they still want to do that, and 
I think that is a matter that disturbs the Senator from Alabama as 
it does me. I think it endangers the whole program. 

I am very much interested in TCA continuing over a number of 
years. I am afraid it is an impact program and I am also afraid 
it is picking up other things that should not be in it which are going 
to prejudice it. 

1 have a feeling you are taking advantage of the support the TC. 
has to help along some of these other programs, and I do not want : 
carry that burden. 

I am not objecting to some of these others as of now, but I do not 
want them mixed in there where we cannot disassociate them when 
this comes under fire on the floor. 

Mr. Woop. I have a suggestion to make, Senator. I think the 
proof of what I am saying is to be found by an examination of the 
content of the programs we are proposing. If the committee has the 
time to go right through the programs, both those of TCA and those 
of MSA in these underdeveloped areas, you can judge for yourselves 
whether any element of grandioseness still is left in our proposals. 

I assert—and you may when you look at the programs, disagree 
T assert that such an element is not present today. I assert that this 
is & grass-roots operation. It is a technical assistance operation. It 
involves also the import of certain goods for demonstration purposes, 
and in some cases goods to make it possible to carry forward some of 
these essentially simple grass-roots operations. 

But I urge you to let us go over the programs for certain of these 
countries with vou when I have the experts here, and then you can 
judge for yourselves whether my assertion is or is not true. 

Now there are, of course, certain exceptions, Senator Fulbright, 
and these we have tried to make clear. The Israel program is not 
that kind of a program. The Arab refugee program is not that kind 
of a program. The program for importing goods into Formosa is not 
that kind of a program, but I should point out that part of our total 
assistance program for Formosa, for example, that part which sup- 
ports the Joint Commission on Rural Reconstruction is technical 
assistance. 

A part of the Indochina import program is not that sort of a pro- 
gram. As I said yesterday, something like $35 million of the money 
requested asked for Indochina is fot so-called common-use imports, 
which consists of goods which are used directly by the military 
consumable goods like POL. 
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There are those exceptions and we wish to make them clear to you. 
However, if you examine the program in Indonesia, the program in 
Burma, the program in the Philippines, and Mr. Bingham’s programs 
in India and Iran you will find that those are really genuine grass- 
roots technical-cooperation types of operations. 

Again, I say, | want vou to be the judge when we get a chance to 
tell vou about these programs in some detail. 

There is some detail in the book, which you have before you. It 
shows the categories of things that are being done, the amounts of 
personal services involved, the types of imports planned, the demon- 
stration equipment required, and so on. 

[ myself agree completely, with the point of view that, except in 
these special cases, the soundest way to proceed is to do it slowly 
and do it on a sound grass-roots basis. 

I think you will find there has been a considerable change in the 
emphasis. 

Senator SPARKMAN. Mr. Wood, who is your head man in Formosa? 

Mr. Woop. Mr. Schenk. He is here now. 

Senator SparkMAN. Is he going to appear before us? 

Mr. Woop. We planned to have him appear before you if the com- 
mittee wished him to do so. 

Senator SPARKMAN. The reason I asked you, I noticed on the regis- 
tration at the Mayflower Hotel yesterday, Mr. Schenk was here now. 

Senator GREEN. I want to say now that I think it is impractical to 
hold a meeting this afternoon, and when we adjourn I think we will 
have to adjourn until 10 o’clock tomorrow morning. 


ALLEGED FAILURE OF INDONESIA PROGRAM 


Senator SparkKMAN. Let me ask another question, because I am 
concerned with this Indonesia situation. I think it has been adver- 
tised to the world as an example of failure, and I think it bolds pretty 
serious implications. 

Senator Green. May I add an illustration about Indonesia? 

Senator SparKMAN. Yes, sir. 

Senator GREEN. I cannot vouch as to the facts, but I was told this 
sad story about having an American adviser—I do not know from 
which organization—but the Government took the American advice. 

There were some slum areas there in Jakarta and they wanted 
see what the best way to remedy it-was, and the advice of one of the 
men was this: 

“It is hopeless to try and change this over. It is much better 
here are neighboring islands which are underpopulated, and we got 
an te e location there to build an ideal village.” 

The Vv paid attention to the ways of the people, the kind of houses 
they like, and all that sort of thing. They tried to do it all. 

They vot it all done, and when they tried to move the people out, 
they would not go. 

“You said everything we want is there. Now you tell us we cannot 
take the old people with us.” They said the old people were handi- 
capped and they had to look after them. 

He said, “We will put them in institutions.”” They did not want 
them in institutions and they would not go. They tried to force 
them, but they stayed there. They said they could not move their 
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grandmothers and grandfathers, and great-grandmothers and great- 
grandfathers, and they would not leave them behind. That was a 
problem fundamental to each, and the village is unoccupied. I do 
not know whether it is true or not. 

Mr. Woop. I do not know either, but we will find out. 

There are, of course, mistakes made in the programs. I would be 
less than honest if I said there were not. This story sounds improba- 
ble, but it may be true. 

(The following statement was inserted:) 

With reference to the story quoted by Senator Green regarding resettlement 
activities in Indonesia, the following facts are submitted: 

The story clearly bears no relation to anything connected with ECA/MSA 
activities in Indonesia. Further, without being in a position to deny that this 
story may have some basis in facts not related to ECA/MSA operations, MSA 
finds it difficult to credit the validity of the allegations. 

The Dutch before World War II had planned to settle people from overcrowd 
Java in the Outer Islands (Borneo, etc.). A few transmigration projects 
in fact, carried out by the Dutch on a more or less experimental basis 

After they gained independence the Indonesians themselves began to talk of 
transmigration on a larger scale. At one time they approached STEM regarding 
the possibility of ECA contributing $800,000 for transmigration purposes 
STEM did not consider it advisable, however, to become invols ed in the trans- 
migration issue, which is somewhat controversial in Indonesia. onsequently, 
not a cent of KSA/MSA money was ever given or promised for any thing ever 
remotely connected with transmigration or the planning of it. 

STEM agricultural personnel, who had an opportunity to see resettlements 
started by the Indonesian Government in the Outer Islands for den lized 
Indonesian soldiers and their families, have reported, incidentally, that 
resettlements they saw were disorganized and obviously a failure 
percentage of the ex-soldiers leaving the settlements after a short time. 

Senator Green. There are a lot of prejudices, if you want to put 
it that way, or convictions, if you want to put it another way, which 
these people have you have to expect. 

Mr. Woop. That is right. 

Senator Green. [ know that because [ saw it mysel 
the mills there that American capital put up. 

They said, “The workmen are verv intelligent, they 
machinery and learn how to do it very well and accurat 

rouble is they come to work Monday, ‘Tuesday, and 

lay they are out sick.” 

“What is the matter?” 

They were not sick but they had enough in the houss 
should they work. That is a reason you do not 
of the world 

Mir. Woop. Which illustrates the very grea uty, 

Senator GREEN. There are great difficulties. u Vv point 
that to do the work well you have got to have peopie trame 

ynlv here but there. There is no sense in trying 

Mr. Woop. Even if indoctrinated here, he still has to 
experience on the ground. 

Senator, [ have not lived as long as you have 

Senator Green. I hope vou may and longer. 

Mr. Woop. Thank vou, sir. T trust I will be in as good condition 


if I do. But | have lived long enough to discover in m\ check red 


career that it 1s very hard to pioneer, and to do something positive 
in any sphere of activity, without moving out and oc¢ asionally run- 


ning the risk of making a mistake, and I am sure there have been 


tosend aman 
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plenty of mistakes. I still think that in this type of program w 
have got something really positive. 

(Discussion off the record.) 

Senator SpARKMAN. What kind of training is given to our me) 
that we send out as technicians? 

Going back to Indonesia, again, I heard that we had people ou 
there that just did not know how to do grass-roots work. 


TRAINING OF TECHNICAL ASSISTANCE EMPLOYEES 


Mr. Woop. I am sure there are some of those. We do our very 
best to indoctrinate these people. We do not send people out whi 
are not thoroughly expert in the fields in which they are going to | 
giving technical assistance. 

We do have courses which they attend at which they are giver 
lectures, and at which time questions are answe ‘red, on the partic ula 
conditions in these areas. ‘These courses are given by people whi 
know these conditions well. 

We have had cases, and it would be astounding if we had not had 
them, where people have been sent out, people technically qualified 
who just were not able to adjust themselves to the conditions they 
found and who were not flexible enough to be successful, not only 
in their fields of technical competence but in their understanding 
human relations and dealing with people. There have been cases of 
that sort. We do our very best to select people who have that 
flexibility and human understanding. We do our very best to famil- 
iarize them with the peculiar conditions and customs of the area into 
which they are going. 

I would be the last to claim that with all our attempts we are 
successful in all cases. We have had some very notable successes 
of course, in the cases of people like Dr. Mayer in China, and Horac: 
Holmes in India, and this Hunnerwaddell out in Burma-—people 
who have simplicitv of character and breadth of understanding as 
well as technical ability, who become real American ambassadors and 
who know how to deal with these people. And then we have had 
some failures as well. 

Senator Funpricur. Would you venture a guess as to 
percentage? 

Mr. Woop. I think the percentage is pretty high. 

Senator Futspricur. What would you guess? 

Mr. Woop. I would guess that of the people who have important 
responsibilities in these countries our percentage would run above 80 

Senator Futspricur. What percentage of county agents do vou 
send out? 

Mr. Woop. ‘A very large percentage. Mr. Andrews, I think, can 
tell you more about that. 

Mr. Anprews. On TCA progr: am, I would say the proportion of 
county agents or that type of people is just about the same relation 
to the money we spend in agriculture. There are a few pure scientists 
and people of that kind, but generally speaking they are the county- 
agent type of people. 

That is not true of Latin America where there is actually research 
work going on. You have research scientists, top flight, down there 
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doing special work. But in these genera! programs they are county- 
agent types. 

Senator SPARKMAN. Take the Indian program, for instance, where 
you got 274 agricultural experts. How many of these would be 
county agents? 

Mr. Brnenam. I would like to make a point there: Of that 274, 
235 are for agricultural extension work. 

Mr. ANprEws. Which is county agent. 

Senator Futsrieur. You have shifted right in the middle. I was 
relating my question to MSA. 

Mr. Woop. On the agricultural part of the program, we work very 

closely with the Department of Agriculture in getting these people 
through them, and with the agricultural colleges. 


SHIFTING OF OLD ECA PERSONNEL TO TECHNICAL ASSISTANCE 


Senator Fu.isricut. Your old ECA organization in Europe ,of 
course, had nothing of this in it at all. It is my impression perhaps 
you are just taking the same people who have been in France or 
other places doing that kind of work and shifting them over into 
Indonesia. Is that correct? 

Mr. Woop. There has been some, but very little shifting. There 
were very down-to-earth county-agent folks working on agricultural 
programs in Europe, too. 

Senator Futpricut. You did have? 

Mr. Woop. Yes, indeed. 

Senator Futsricntr. In France and England? 

Mr. Woop. Not so much in England, but in France and Germany. 

Senator Futsricut. Could you teach the French, English and 
Germans much about agriculture? 

Mr. Woop. There has been an amazing job done in the agricultural 
field in the area of land reform and consolidation. You saw some of 
it, did you not, Senator Green? 

Senator Futsricur. I am not talking about land reform and con- 
solidation. 

Mr. Woop. Stimulating extension work. 

Mr. Anprews. | could probably try to explain about the way it 
worked in Germany and in France. 

It is largely, Senator, a matter of extension methods. They know 
about basic science and agriculutre more than we will ever know. 

Senator Futsricutr. That is what I thought. 

Mr. Anprews. We do have—if there is anything in the world the 
United States has got, it is the technique of taking a scientific fact 
that is here today and having it applied down here at the grass roots 
tomorrow. It takes 17 years, for instance, for a new technique in 
Germany—and there is where we got most of ours 30 years ago—to 
vet down to the farmer. In this country it takes about 2 years after 
something comes out from an experiment station before it is being 
tried out here by some fellow. 

The only thing we have done, in my honest opinion, is to show them 
a little bit of our methods, primarily by bringing them over here and 
letting them see for themselves. 

Senator SpaRKMAN. In fact, when something new is announced in 
the press, the farmers grab it. 
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Mr. ANprREws. Yes. 

Senator SpaARKMAN. This new fertilizer that was announced j 
running the company crazy. 

\(r. ANpRews. I saw that really happen in Germany. The ga; 
is being narrowed right along. 

Senator SPARKMAN. Let me ask you who is your headman in 
Thailand. 

Mr. Woop. I cannot recall his name at the moment. 


CONSOLIDATION OF ECA AND TCA IN SOUTHEAST ASIA 


Senator SpaRKMAN. The ECA Director there was a Mr. Flegel, | 
believe, and he shifted over. Did he become MSA Director? 

Mr. Woop. Let me put that in the record. 1 happen to hav 
forgotten. 

Senator SpARKMAN. The reason I was asking was this: Iwas out 
there just before the shift was made, and Mr. Flegel, 1 think was hi: 
name, was the ECA Director. They were operating there then. But 
the transfer was going to be made in a little while—when was it made, 
the Ist of January? 

Mr. Woop. Yes. 

Senator SPARKMAN. This was in December. 

Mr. Woop. I think it is Flegel. In fact, 1 am quite sure it is. We 
were, as your know called ECA, and then the law required we change 
over and become MSA. 

Senator SPARKMAN. Yes. 

[ found some of the point IV workers in other fields—education and 
sanitation, and so forth—that were somewhat disturbed about the 
change. But I do want to say this about Mr. Flegel: [ was with 
him—in fact, during the short time I was there, he was the one that 
showed me around. I think he is a grass-roots man. He seemed to 
know just about everybody and everybody seemed to know him 
wherever we went. I got that impression from talking with people 
there in Thailand with whom he had worked, too. 

I was just wondering when you had to convert a program like that 
how well the change was made. As I say, some of these people in 
other lines were pretty much disturbed because they were afraid it 
was going to be rather difficult to work out the me rger. 

Mr. Woon. It nee worked very smoothly, Senator, all the way 
through. Of course, the ECA had its mission in that country and in 
these other seaman s, and it was primarily a change in the name. 

Senator SpARKMAN. You really had two programs going, ECA and 
point IV going side by side, if I remember correctly. 

Mr. Woop. That is correct, and the two were put together. 

Senator Futpricur. Not both agencies. 

Mr. Woop. I think that is correct. At one time both agencies 
were in a 2 Ww countries. 

Senator SpaRKMAN. Not duplicating, but one of them carrying on 
some efforts and os other carrying on others. 

Mr. Woop. We came to the e: one lusion, as I said yesterday, that 
it was unwise to ae two agencies working in this economic and 
technical field in the same country, so that we consolidated the work 
under the MSA in those eases, such as Thailand, where the MSA 
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was going to continue to operate as a result of an agreement between 
Mr. Harriman and the State Department. 

Senator SPARKMAN. I would like to say that I saw a good bit of 
Mr. Schenk’s work on Formosa and was very much impressed by the 
type of work he was doing there. 


SUGGESTED GUIDING PHILOSOPHY OF TCA PR 


1 


Just this one more point, Mr. Chairman, and then I wil! be through 

I remember last vear before this committee there was considerable 
concern with reference to the point LV program and the very fact that 
we insisted that it be kept in the State Department, | think, mani- 
fested our recognition of the fact and our desire to see it made a 
permanent proposition. We recognized it as a long, drawn-out pro- 
vram, One we wanted to remain a permanent program 

I simply voice the one word of caution; that it is a program that we 
ought not to impose and we ought not to be too alert as to selling it 
In other words, it seems to me it is a program that the governments 
ought to ask for, and when they ask for it then we ought to trv to 
work out with them honestly and earnestly a program that will be 
only as big as the country is prepared to take and as we have tech- 
nicians prepared to do the job. It seems to me that ought to be thi 
guiding philosophy of this program. 

[ repeat what I said a while ago: It seems to me it can build itself 
into a tremendous force that will do-us more good in the world in the 
long range than any other program we could have. 

Mr. Woop. I| think that is absolutely right, Senator. 

Senator Green. Mr. Bingham, have you finished your testimony? 

Mr. Brncuam. No; I had not gotten to the point of discussing any 
of the specific programs. 

(Discussion off the record.) 

Senator Green. I want to say one thing, and that is this: My 
questioning does not show a lack of interest, because | am intensely 
interested. I share with Senator Sparkman and Senator Fulbright a 
very deep interest in the success of the admirable and well-worth- 
while plan, but I want to get full information about it 

Mr. Brincuam. We certainly understand that. 

Senator Green. The committee will now adjourn until tomorrow 
morning at 10 o’clock. 

(Whereupon, at 12:55 p. m., the committee adjourned, to reconvene 
at 10 a. m., Thursday, April 3, 1952.) 
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THURSDAY, APRIL 3, 1952 


Unirep STATES SENATE, 
COMMITTEE ON ForreiIGn RELATIONS. 
Washington, D.C. 
EXECUTIVE SESSION 


The committee met, pursuant to adjournment, on Wednesday, 
April 2, 1952, in the committee hearing room, United States Capitol, 
at 10 a. m., Senator Theodore Francis Green (acting chairman) 
presiding. 

Present: Senators Green (acting chairman), Fulbright, Sparkman, 
Gillette, Wiley, and Smith of New Jersey. 

Present of committee staff: Dr. Wilcox, Mr. Marcy, Mr. Holt. 

Also present: Philander P. Claxton, Jr., Office of the Assistant 
Secretary for Congressional Relations, Department of State; Haldore 
Hanson, Assistant Administrator (South Asia), Technical Coopera- 
tion Administration; E. R. Fryer, Assistant Administrator (Near 
East and Africa), Technical Cooperation Administration; Maurice 
Levy-Hawes, lieutenant, United States Navy, Office of Military 
Assistance, Office of Secretary of Defense; John D. Tomlinson, 
Adviser, Office of United Nations Economic and Social Affairs, De- 
partment of State; and Kenneth R. Iverson, President, The Institute 
of Inter-American Affairs, Regional Office of Technical Cooperation 
Administration for Latin America. 

Senator Green. The committee will come to order. Before we 
proceed with Mr. Wood, I will ask that there be inserted in the record 
this letter from General Olmsted, dated April 3, 1952. 

(The letter dated April 3, 1952, from General Olmsted is ds follows:) 

OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., April 3, 1952. 
Hon. Tom Connatty, 


Chairman, Committee on Foreign Relations, 
United States Senate. 

DeEaR Mr. CuarrMAn: During the course of General Bradley’s testimony on 
March 31 before your committee, Senator Green asked the question, ‘‘From where 
do the insurgents in Indonesia get their equipment and what type of equipment 
do they get?” 

From the information available it appears that the majority of the equipment 
comes from the following sources: 

(a) Japanese equipment left in Indonesia at the close of World War II 

(b) Insurgent raids on Government forces and depots. 

(c) Members of Government forces who defect to the insurgent forces and 
carry their equipment with them. 

(d) A probable small amount of smuggling. 

The type of equipment appears to be limited to small arms and ammunition. 
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From information available, there does not appear to be any direct Communisi 
supervision over the sources of this equipment. 
I am furnishing a copy of this letter to Senator Green for his information. 
Very sincerely yours, 
GeorGE H. OLMSTED, 
Major General, United States Army, 
Director, Office of Military Assistance. 


Senator GREEN. You may proceed, Mr. Wood. 


TESTIMONY OF C. TYLER WOOD, ASSOCIATE DEPUTY DIRECTOR 
FOR MUTUAL SECURITY; JONATHAN B. BINGHAM, ACTING 
ADMINISTRATOR, TECHNICAL COOPERATION ADMINISTRA- 
TION; STANLEY ANDREWS, CONSULTANT TO SECRETARY OF 
STATE, POINT IV PROGRAM: AND ARTHUR Z. GARDINER, 
ECONOMIC ADVISER, BUREAU OF NEAR EASTERN, SOUTH 
ASIAN, AND AFRICAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Woop. Senator Green, we propose to take up first this morning 
the program of $76,000,000 for providing necessary imports to the 
State of Israel, and the program of $65,000,000 for Palestine refugees. 

Mr. Arthur Gardiner is here to testify and to answer questions on 
these two subjects. They have been discussed to some extent in 
previous sessions of the committee, but Mr. Gardiner is the expert on 
the subject, and it might be useful for the committee to hear his out- 
line of these programs. 

Mr. Gardiner, would you again identify yourself for the record, 
giving your position and title? 

Mr. Garpiner. My name is Arthur Z. Gardiner, and I am economic 
adviser, Bureau of Near Eastern, South Asian and African Affairs, 
Department of State. 

Mr. Chairman, the two programs to which I propose to address 
myself amount in all to $141,000,000. 

Senator Green. Where is that $141,000,000? 

Mr. GarpbIner. It is the $141,000,000, sir 

Senator GREEN. It does not appear anywhere. 

Mr. Garpiner. $65,000,000 for the Palestine refugee program, and, 
$76,000,000 for the relief and resettlement of refugees in Israel, 
pursuant to section 205 of the current act. 

Senator Smiru. The Mutual Security Act of 1951, the renewal of 
which is being considered; is that correct, Mr. Wood? 

Mr. Woop. That is correct. 

Mr. Garpiner. The contribution to the Palestine refugee program, 
the Arab refugee program, is provided for in section 204 of the Mutual 
Security Act of 1951. 


REASON FOR SIZE OF ISRAEL PROGRAM 


Senator GreEEN. In this connection, will you explain why it is 
$79,000,000? 

Mr. Garpiner. $79,000,000, sir, because in addition to $76,000,000, 
which it is intended to administer under section 205, there is an 
additional program of $3,000,000 for technical assistance, which will 
be administered under the Act for International Development. 
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Senator GREEN. Now, as a preliminary statement, would you take 
the main question as to why this figure is so much larger than any 
of the other countries in the Near East? 

Mr. Garpiner. Yes, sir. I wonder if I could very briefly for the 
record, Senator Green, talk to the background of this problem for 
5 minutes and its relation to the program as a whole? 

Senator GREEN. If that will be part of the answer to my question. 

Mr. Garpiner. Both these programs are larger, sir, because in a 
poor area, an area that is not large in natural resources, there have 
entered within the last 6 or 7 years a million additional people who 
have not yet been able to find ways and means to make their living. 

Senator Smiru. Are those all Jews, or Jews and Arabs? 

Mr. Garpiner. The Jews have entered in substantially those 
numbers, Senator Smith, and in the process Arabs have been displaced. 

Senator GREEN. That ought to be the net number. 

Mr. Garpiner. The net number that has entered, sir, is 1,000,000 
people. In the process of their entry, great disturbances have followed, 
disturbances of population. 

Senator Green. The population has increased, the net? 

Mr. Garpiner. The net increase is of the order of a million people 
in an area, which, at the close of World War II, included, perhaps, 
as many as 6,000,000 people all together, most of them leading rather 
precarious lives. 

In that area there has been introduced an additional million people 
from Europe. 

Senator SmiruH. That area in the State of Israel? 

Mr. Garpiner. That area is, I prefer to identify it, as the mandate 
of Palestine, Syria, Lebanon, and Jordan, which surround the man- 
dated area. 

Now, from the mandate of Palestine there has been carved the 
State of Israel, but your problem is to find a living, find a way for an 
additional million people to make a living, in a neighborhood which 
is not notable for its natural resources. 

Senator Smiru. Does that include the displaced Arabs? 

Mr. Garpiner. Yes, sir. 

Senator Smiru. You are taking care of both problems, the care of 
the Jews and the displaced Arabs? 

Mr. Garpiner. Yes, sir. The intention of this program is to 
take care of Israelis and Arabs, in turn. 

Senator Green. If I may interrupt here, because, I think, you are 
getting confused, you started talking about Israel, and now your 
answer is about the general region outside of Israel, including that. 

Mr. Garpiner. I intended, Senator Green, to make clear that we 
have two problems. 

Senator Green. It is not clear on the record. You are switching 
from one to the other without noting any switch. 

Mr. Garpiner. I am sorry, sir. 

The reason why we need such substantial sums of money, which 
was your question, sir, so much larger sums than we asked for for 
other countries, is that into a poor region there have entered nearly 
a million people in the last 5 years. 

Senator GreEN. Yes; but there are also poorer regions around 
there where there have been also increases in population by reason 
of the expulsion of the Arabs from Israel. 
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Senator Smirx. They are included? 
Mr. Garpiner. They are included, sir, in this. 


COMPARATIVE SIZE OF ISRAEL AND ARAB PROGRAM 


Senator GREEN. Now, we are switching again. Let us talk to 
Israel. I said why should that be so much larger than the surrounding 
countries? 

Mr. Garpiner. The program of aid to Israel, sir, of a total 
$79,000,000, is rather less than the combined aid proposed to the 
Arab states and the Arab refugees, which totals $65,000,000 plus 
$23,500,000 to be administered under the Act of International Develop- 
ment, a total of $88,500,000. 

Senator GREEN. That is a very much larger proportion per capita; 
is it not? 

Mr. Garpiner. Per capita the proportion for Israel is very much 
larger, sir, and the reason for the high per capita requirement for 
Israel is that there are many hundreds of thousands of people who 
have arrived in Israel who are not yet fully productive -members of 
society in Israel. 

Senator Green. Is that not also true of some of the surrounding 
countries? 

Mr. Garpiver. Yes, sir. I think that another reason why the 
Israeli program per capita is very much larger is that the Government 
of Israel is making an attempt to establish European standards of 
living in that area rather than local standards. You will find, I 
think- 

Senator GreEN. You mean that is not true of the surrounding 
countries? 

Mr. Garpiner. The surrounding countries, sir, are countries where 
you have a situation where the average annual per capita income is 
rather less than $100, whereas the attempt is being made 3 in Israel to 
maintain an average per capita income of the equivalent of five or 
six hundred dollars, and the attempt is also being made in Israel to 
equip the state with means of production which will enable the 
population to maintain itself on European standards. 


STANDARD OF LIVING GOALS OF ISRAEL AND ARAB STATES 


Senator Green. If you take that point, then vou just transfer the 
question to this form. Why should the United States attempt to 
raise the standard of living in Israel so much greater than in the 
surrounding countries? 

Mr. Garpiner. Because, sir, the United States has at least acqui- 
esced in a policy which has led to the introduction of Europeans 
from displaced-person camps in Germany and elsewhere into Israel, 
in the hope and expectation that those people would be able to main- 
tain the standards to which they were accustomed, in this new 
country. 

Senator Green. Has the United States also acquiesced in the 
policy of Israel to exclude from the old population a large number 
and send them to the surrounding countries? 

Mr. Garpiner. The United States, sir, has attempted in negotia- 
tions with the Israelis and in negotiations in the United Nations to 
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see that justice was done to the Arab refugees from Palestine, in- 
cluding the retention of the rights of those refugees to repatriation. 
Those rights which have been asserted in resolutions at the United 
Nations have not, in fact, been implemented except in respect to @ 
very small number of Arab refugees. 

The whole issue of the Arab refugee, sir, is @ very sore point, as 
you know, in the relations of the Near East countries. It is one which 
has had close attention of the American authorities concerned for 
the last 4 years; it is the biggest single outstanding obstacle to peace 
in the area, a problem which this program is intended to help solve. 

Senator Smirn. You are going to give the Jews a higher standard 
of living than the Arabs, then, that are kicked out? 

Mr. Garpiner. Yes. 

Senator Smirxe. That is part of the program? 

Mr. Garpiner. I would rather say, sir, that we are not going to 
give them that standard, but the program envisages a higher stand- 
ard; ves, sir, in terms of dollars, a higher material standard than the 
Arabs have. 

Senator Green. May I follow up that question? 

Mr. Garpiner. Please, sir. 

Senator GREEN. You say our Government has acquiesced in the 
bringing into Israel of a million new residents; is that right? 

Mr. Garpiner. Nearly a million, sir, since the war. 


EXPULSION OF ARABS FROM ISRAEL 


Senator Green. Yes. But has it acquiesced to the same extent in 
the expulsion of the Arabs from Israel into the surrounding countries? 

Mr. Garpiner. Senator Green, if I may, sir, I think that is a 
loaded question. I think the reason for it 

Senator Green. You unload it, then. 

Mr. Garpiner. I will try to unload it; and what I want to unload, 
sir, is the word “expulsion.” 

The grave question as to why all these people left is in dispute. 
They left for a variety of reasons. ‘They were not all expelled. Some 
fled because there were massacres 

Senator GREEN. Because they were massacred? 

Mr. GarpINer (continuing). Which were perpetrated by terrorist 
groups which the Jewish authorities admit occurred, and which they 
disavow. Others left because they were badly led by their Arab 
leaders; others left because people do leave when there are contending 
armies crossing their farms and fields. They just get up and go. 

A very close observer of that situation, sir, was Mr. Clarence 
Pickett, who was formerly secretary of the American Friends Service 
Committee, and he testified on this subject before the House com- 
mittee last summer, I think, in a very balanced and very effective way. 

He says that the blame attaches for this tragedy on many, many 
people. It is quite fair to ask me if the United States acquiesced in 
the expulsion of these people from Palestine. That is a loaded ques- 
tion, 

Senator Green. Yes. But how do you reframe the question? 

Mr. Garpiner. If you would ask me why these people left, I would 
reply just as I had, sir, because they left for a variety of reasons. 
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Senator Green. Has it not been the policy, in addition to the two 
reasons, of Israel to expel them? 

Mr. Garpiner. Certain Arabs, sir, a substantial number of Chris- 
tian Arabs, remain in Israel, largely concentrated in the Nazareth. 

Senator Green. I am not talking about those that remain; I am 
talking about those that were expelled. 

Mr. Garpiner. And they are allowed to participate in the local 
government, to elect representatives to the Israeli Parliament. Other 
Arabs have been expelled since the end of hostilities. 

Senator GREEN. You have not answered my question. 

Mr. GarpInEr. Well, you asked, sir, if it was the policy to expel 
these people. 

Senator GREEN. Yes. 

Mr. Garpiner. Well, certain Arabs have been expelled; others have 
not; others have been welcomed back. 

Senator GREEN. Has it not been the policy of the Israeli Govern- 
ment. to expel large numbers of Arabs? 

Mr. Garpiner. I think that is not the case, sir, since the conclusion 
of the armistice agreements. 

Senator GREEN. You mean it has not been the policy since then? 

Mr. Garpiner. There are certain Arabs that have been expelled; 
others have been welcomed into the State of Israel, and it has not been 
the policy to expel large numbers. 

Senator GREEN. Has there not been a larger number expelled than 
have been welcomed back? 

Mr. Garpiner. Their figures are very difficult to pin down. I 
think the Israeli authorities would tell you that they had welcomed 
back as many as 50,000. 


NUMBER OF ARAB REFUGEES 


Senator Green. What do the Arab authorities say have been 
expelled? 

Mr. Garpiner. Well, I think the figure, any figure, that an im- 
partial conclusion might reach would be very much smaller than 
50,000. 

Senator Gruen. Is it the policy of the State Department to take 
the figures of the Arabs and Israel Government and not the figures of 
the country governments of the surrounding countries? 

Mr. GARDINER. Statistics in the Middle East, sir, are notoriously 
inaccurate. The State Department and the United Nations have 
made every effort to obtain accurate figures, and great pains were 
taken 2 years ago when Mr. Gordon Clapp led a United Nations 
survey mission to the area. I think it is not true that the State 
Department has a policy to take figures from one side and not from 
the other. We do our best to get the right figures. 

Senator Green. You gave figures from Israel and not the sur- 
rounding countries? 

Mr. Garpiner. That is true, sir. 

Senator GREEN. You just gave them. 

Mr. Garpiner. I gave you figures which 

Senator Green. For Israel, the Israel figures of those welcomed 
back, and I asked you what the corresponding figures of those who 
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have been expelled to the surrounding countries were, and you gave 
a very vague answer. 

Mr. GarpDINER. I gave a very vague answer, sir, because the 
surrounding countries, perhaps, have not got such efficient statistical 
resources as the Israeli Government has. 

Senator Green. Then your answer to the question should have 
been “‘yes,”’ that the State Department is willing to take the Israel 
figures and not those of the surrounding countries; that is what 
[ asked. 

Mr. Garpiner. Well, sir, I am not quite sure what is meant by 
“take.”” We refer to those figures and the sources from which we 
receive them, but-— 

Senator Green. When I say “take,” I mean when a _ witness 
appears for the State Department and gives those figures. 

Mr. Garpiner. I give those figures indicating the source from 
which they came. 

Senator GREEN. Yes. 

What are the corresponding figures from the other countries? 

Mr. Garpiner. The statistics available to us for the number of 
Arab refugees from Palestine approach staggering figures, sir. Those 
now on rations amount to about 850,000 people. There are no less 
than 200,000 in the Gaza strip, a little bit of the former Palestine 
mandate that formerly supported about 70,000 people. 

In the Kingdom of Jordan which, before the hostilities, was a little 
land of 450,000 people, there are no less than 460,000 men, women, 
and children now on the rations of the United Nations; and in addi- 
tion to that, the Jordan has taken administrative authority for what is 
known as Arab Palestine, which has an additional population of 
280,000, many of whom are poverty stricken. 

In Lebanon, a country of a million and a quarter people, we find 
that we have rather more than 100,000 refugees on the rolls of the 
United Nations; and in Syria, which was rather more remote from 
the actual scene of operation, we have 80,000. That is the staggering 
total. That is the problem which we are trying to solve to the best 
of our ability with our colleagues in the United Nations. 

Senator GREEN. Roughly, what would you say was the percentage 
of those expellees? 

Mr. Garpiner. Well, I would say, Senator Green, that was a 
very high percentage, and I would say that if you talked to those 
people now, if you and I went out to see them this afternoon, about 
90 percent of them would say that they wanted to go back to Palestine 
where they came from, to the homes and villages that they had known 
for so long. 


PAYMENT PROMISED FOR PROPERTY OF EXPELLEES 


Senator GREEN. In addition to these others you ascribe various 
motives for leaving, are there not a great many who were expelled, 
whose property was taken, with the promise that the property would 
be paid for? 

Mr. Garpiner. The payment for property, sir, is a question which 
| think we should properly discuss. 

Up until the hostilities broke out, at the conclusion of the British 
Mandate, the property, by and large, was always bought and paid 
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for, the Arab was bought out by the 
which he could move away. 
ry P ° ° °,) 
lhe property of those expellees, if you like, those refugees, wit}, 
whom we are mainly concerned, has not been paid for, and it repr 
sents a very substantial capital sum. 


Senator Green, Was it not agreed that it would be paid for? 


Jew, and had some money wit}, 


> 

Mr. Garpiner. In principle, the Government of Israel has agreed 
it would Pay compensation to those refugees as part of a genera! 
peace settlement, but we are a long way from a general peace sett]e- 
ment; that is the only agreement that I know of. The United Nations 
authorities concerned with this particular problem, the Palestine 
Conciliation Commission, have attempted to study the magnitude of 
the claims of the Arab refugees from Palestine for their lost. and 
abandoned property, and the best figure that I have Seen so far, the 
closest estimate, which was made by these United Nations authorities 
for the value of the land—not the value of movable property—is 9 
figure in the order of 96 million pounds Sterling, or $268 million. 

Senator Green. When you say “land” you mean real estate. Does 
that include buildings? 

Mr. GarpDINER. That is the land, sir. 

Senator GREEN. Land. How about buildings? 

Mr. Garptner. Well, the value of the buildings is very difficult to 
appraise, Senator Green. A lot of the buildings have been destroyed, 


and you will find that a date of valuation or a method of valuation, 


is really a baffling, difficult problem in that part of the world. 

Senator GREEN. Of course, all these things are problems, such as 
problems as to the value of the land. 

Is there any present expectation of Israe] paying 
that they took? 

Mr. Garpiner. | think that expectation is rather distant, 
Green, because | think that when one examines the 
bilities of Israel, one wonders where 
found. 

Senator Green. Well, Israel has taken the assets and not under- 
taken the liabilities; is that not true? 

Mr. Garpiner. | know, sir, 

Senator Green. Is that true? 

Mr. Garprner, | think this payment becomes an international 
exchange payment, and [srael’s international exchange resources are 
not notable for their substantial volume. 

Senator Green. I asked whether th; 

Mr. Garpinpr. Pardon, sir? 

Senator Green, | asked you whether that statement was true. 


Mr. Garpiner. I am sorry, sir. Would you then repeat the 
question? 


for these properties 


Senator 
assets and lia- 
the sum for such payments can be 


ul Was true or not. 


Senator Green. I know you went off on a tangent, 

Mr. Garpiner. I am SOrry, sir. 

Senator Green. I asked you whether it 
taken the assets—-—— 

Mr. Garpiner. That is right. 

Senator Green (continuing). And not lived up to its liabilities, 

Mr. Garprner. It is correct, sir, that Israel has the 
not yet been able to take tangible steps to liquidate the 


was true that Israel had 


assets and has 
liabilities. 
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Senator Green. I did not ask you whether they were able; I asked 
whether it had. 

Mr. GarpDINeR. It has not; no, sir. 

Senator Green. And the population of the surrounding countries 
has been largely increased, and the increase in its population is beyond 
the capacity of these countries to bear. 

Mr. Garpiner. It is certainly beyond the capacity of these coun- 
tries to bear, sir, without substantial outside assistance and without 
it, in the long run—the ‘y cannot bear it unless there is substantial 


economic development and land reclamation. 


JUSTIFICATION FOR GIVING ISRAEL MORE PER CAPITA AID 


Senator Green. Now, I get back to my original question, and that 
is how you justify giving Israel such a percentage—so much larger a 
percentage of aid per capita than these surrounding countries which 
are subject to similar handicaps. 

Mr. Garpiner. Well, sir, I justify that on the ground of our na- 
tional interest and national security. I will justify it on the ground 
that, by and large, the population of Israel could not survive on the 
same material standards on which we know, if you like, the great bulk 
of the Arab population could survive. 

If I tell you, sir, that the Arab refugee keeps body and soul together 
with rations which the United Nations supplies costing rather less 
than $3 per person per month that this $36 a year suffice to sustain 
him, albeit unhappily, I think it becomes clearer that there is a gulf 
of different kind of material standards between the two peoples, and 
that if we wish to stabilize the Middle East, if it is in our interest to 
maintain the State of Israel on the basis of its present population, then 
we must take steps to provide aid to Israel on a higher per capita basis 
than we do to the surrounding Arab states. 

Senator Green. Then, is it the policy of the State Department to 
see that the standard of Israel is raised to a point higher than that of 
the surrounding countries? 

Mr. Garpiner. Yes, sir; maintained at a higher level, rather than 
raised to a higher level. 

Senator Green. A good deal higher? 

Mr. Garptner. A good deal higher. 

Senator Green. Why is that justified? 

Mr. Garpiner. It is justified, sir, on the grounds that we have an 
interest in maintaining as stable a Near East as we can, and having 
the State of Israel maintained and not destroyed. 

Senator Green. Why do not those same reasons apply to Syria and 
Jordan and the other countries? 

Mr. Garprner. I think.the same reasons do apply, but I am afraid, 
sir, that it is just plain true that a European, the Jewish emigrant from 
Europe into Israel, cannot exist on the same materials st: andards that 
an Arab refugee can exist upon. 

Senator GREEN. Well, I do not know that it is worth while pursuing 
this any further. I thought it was best to get this background before 
you proceeded with the details. 

Senator Futsricut. Mr. Chairman, I would like you to pursue it 
a little bit further. For our own national interest why is a strong 
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Israel, which is one of the smaller states, more important than a stron 
Iran, Egypt, or any other Arab country? Why are they so particu 
larly necessary to our interest over the ‘others? 

Mr. Garpiner. I do not think they are, Senator Fulbright. 
think what we are interested in is a strong Near East. 

Senator Futsricut. But, assuming our funds are unlimited, 
would go along with you, and all of them ought to be helped. But if it 
is a limited amount, it looks like a disproportionate amount going to 
relatively small country. Is it for sentimental reasons or is it fo; 
so-called national security? 

Mr. Garprner. I think it is in our national security interest. We 
have taken the step, we are committed, to maintain Israel. 

If you will agree with that, then I think these people, until they can 
make their own living, have got to be fed, and I also think that we 
want to look forward to the day when we no longer have to help sup- 
port them, and the only way, sir, we can do that is to provide them a 
means to improve their agricultural and other capital, and that gets 
you into the wells and irrigation ditches and other capital investments 
to enable the population to maintain itself. 

Senator FuLpricut. How many people are there in Israel now? 

Mr. Garpiner. The population, sir, today is approximately 1,430,- 
000 Jewish people, and 172,000 Arab people. The population of the 
Palestine Mandate in 1947 was approximtely 500,000 Jewish people 
and 1,400,000 Arab people. But, as you know, sir, the State of 
Israel does not embrace the entire Palestine Mandate. 

Senator FuLtpriext. Roughly 1,600,000 for which this $79 million 
is given? 

Mr. Garpiner. That is correct. 

Senator FuLpriecut. You think those 1,600,000 are of vital impor- 
tance to our national security? 

Senator Witry. Louder, please. 

Senator FuLspricut. I was trying to see what the relative value of 
these countries from the point of view of national security were, 
assuming that you cannot pour out all that everybody wants. It 
seems to me it is out of proportion to the others. 

You have got so much money to spend out there. They get an 
undue amount, it strikes me that way, and it is substantially more than 
last vear; each year it is growing. It does not seem to be making any 
progress toward getting out of it. 

Last year, as I rec -all, it was $50 million, and now you are asking for, 
what it is, $76 million? 

Mr. GARDINER. May I correct that? The last year’s figure for 
section 205 was $50 million, but under section 201 there were $14,900,- 
000, so that the fair comparison, sir, is between $65 million and $79 
million between the 2 years. 

Senator Fu.tsricut. Well, it is still a substantial increase; is it not? 

Mr. Garpiner. I agree, sir, but it is not—— 

Senator FuLpricur. How many people, for example, do you have 
in Jordan? 

Mr. Garpiner. The population of Jordan, sir, I have already stated 
that for the record, and I will repeat it. Before the hostilities, the 
Kingdom of Jordan consisted of 450,000 people. 

Senator FuLtsricut. What is it now? 
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Mr. Garpiner. The population has been increased by the popula- 
tion of Arab Palestine, which is estimated to be 280,000 people, and 
by the inclusion of 460,000 refugees or rations, and perhaps 150,000 
resettled Palestines. 

Senator Fu_sricut. What does that total—about a million? 

Mr. Garpiner. That is about 1,340,000. 

Senator Futsricut. What is Iraq, what is the population of Iraq? 

Mr. Garpiner. The population of Iraq is—— 

Senator Futsricut. Just in round numbers. 

Mr. Garprner. I have got it in my book. 

Senator Fusriaar. Is it a million, 2 million? Is it approximately 
the same as Israel? 

Mr. Garpiner. It is substantially larger, 5,000,000. 

Senator Futsricut. You give Iraq $1,300,000 as against $79 
million. It strikes me it is clearly out of line. It is a continuation of— 
it certainly is not point IV—it is a relief operation. 

Mr. Garpiner. I certainly will agree with that, sir. It is a relief 
and rehabilitation operation because the program would involve 
substantially more than purely relief shipments. 


RAISING ISRAEL’S STANDARD OF LIVING 


Senator Green. Before you came in, Senator, the witness had 
already testified that it was the policy of the State Department to 
raise the standard of living. 

Senator Fu_pricur. | heard him say that. 

Senator GREEN. That is a repetition. 

Senator Futsricur. I think that policy is, from a humanitarian 


point of view, and could be said to be applicable to all those countries. 

Senator GREEN. Yes. The point is it is the policy to raise it higher 
than those of the surrounding countries. 

Senator Futsricur. If there were any really good reason, maybe 
we could go along. 

Senator GREEN. It is very much higher, too. 

Senator Witey. How many immigrants were there in the last year? 
What is the increase in population? 

Mr. Garpiner. The rate of emigration, as I testified 2 days ago, 
Senetor Wiley, is very materially reduced as of today. The last 
month’s figures available to us—February—showed only 1,500, but 
the immigration in 1951— 

Senator Winey. In 1951. 

Mr. GARDINER (continuing). Was 173,000. 

Senator Winey. What is the increase in population during that 
period? 

Mr. Garpiner. And the total population is shown here at the end 
of 1951 as 1,572,000. The increase, sir, I would suggest would be 
approximately 200,000 people, because in addition to that immigration 
you had an excess, a considerable excess, of births over deaths. 

Senator Witrey. How is the Jewish drive for half-a-billion-dollar 
bond issue coming along? Have they got a bond issue that they are 
selling to the American people? How is that coming on? 

Mr. Garpiner. That is moving along successfully, I would say. 
The figures that we have indicate that cash receipts for 1951, and 
the early months of 1952, amount in all to about $75,000,000. 
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Senator Witry. What is that to be used for? 

F Mr. Garpiner. They will use that for capital improvements in 
Israel and, if necessary, for relief. 

Senator Fu.sricut. This is approximately $50 a person, is it not, 
for everybody in Israel, and you say the Arabs exist for a year on $36? 

Mr. Garpiner. Exist, sir, if we could underline “exist.” 

Senator FuLsricut. Well, these people surely have some other 
means—this is not the first time we have put in a lot of money there. 
If they are not making any more progress than that, it looks pretty 
hopeless; does it not? 

Mr. Garpiner. I would say there was great hope, sir, for Israel. 
Its population is intelligent, determined, and well led. I certainly 
would not wish to write off all hope for Israel. 

Senator FuLBricgur. You mean, assuming we give them $79 mil- 
lion a year from now on? 

Mr. Garpiner. I think certainly if we cut them off with a penny, 
you will see another explosion in the Near East. 


UNITED STATES INTEREST IN ARAB WORLD 


Senator Green. There is another question that comes up in con- 
nection with this. It is not only the surrounding countries, those im- 
mediately surrounding, that are interested in this relative help, but 
it is all the Arab world that is interested, and the question is how far 
that should be taken into consideration in giving such pronounced 
preference to the country of Israel from the point of view of our 
national security. 

Mr. Garpiner. Senator Green, I think that is certainly true that 
our interests with the Arab world were at stake in this problem, and I 
would extend that, sir, to say that our interests with the Moslem world 
are at stake. 

We count 40 million Arabs, we count 300 million Moslems, and we 
have very close and vital interests with all these people. 

We have interests that relate to the production of oil, as you well 
know; we have interests that relate to our transportation rights. We 
have interests that relate to various bases and other installations, and 
it is a very serious and important matter for us indeed, and we have 
every reason to be concerned about our relations with the Arabs. 

Senator GREEN. Well, have you taken into consideration—I do no 
mean you individually; I mean the State Department—have you 
taken into consideration the effect on the Arab and Moslem world of 
giving such pronounced additional aid to Israel? 

Mr. Garpiner. We have, sir, and we have observed that last year 
such action was taken by the Government, and we are doing our best 
to maintain our continued friendly relations with the Arab world. 

Now, it is not entirely a one-sided story, this one; it is not all black 
and white. 


ARGUMENTS IN FAVOR OF ISRAEL PROGRAM 


Senator GREEN. Suppose you give us ‘he pros and cons. That isa 
con; I mean, that is against giving Israel more than the other coun- 
tries. What is the argument in favor of it from the point of view of 
our national security? 
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Mr. Garpiner. As Senator Fulbright pointed out, the population 
is very much smaller than the population of the surrounding Arab 
states. I think that a protagonist of Israel would point out that the 
armed forces of Israel were exceedingly effective; that Israel can pro- 
duce at fairly short notice as many as 200,000 effectives, pretty effee- 
tive people, on the field of battle, and that many of those people were 
thoroughly trained during the last war; many of them marched with 
General Montgomery, and they do represe nt a force, a military force. 

Senator Green. Any other reasons? 

Mr. Garpiner. Well, sir, I think that the reason that would 
convince me we should take a step of this nature, or rather continue 
in this same path that we followed last year, was that they have got 
an obligation to those European Jewish people who were perse« uted 
by Hitler, who were persecuted by the Russians, and who have found 
refuge in Palestine, aided and abetted by many American influences, 
and with the blessing of the American Government. 

Senator Green. Are there any other items that ought to be con- 
sidered in weighing the advantages and disadvantages? 

Mr. Garpiner. I think I stated the case for that side, sir, as well 
asIcan. Ihave one very vivid impression and, with your permission, 
sir, | would like to volunteer it at this time. 

Senator GREEN. Go ahead. 

Mr. Garpiner. Because | do think it is important that, as I said 
at the outset, we should try to relate what we are doing here in this 
part of the world to what is being done elsewhere in this program. 

Now, it just happens that this little part of the world is a power- 
house of Europe, it is where the oil comes from, and oi! figures today 
indicate that 2 million barrels daily are being exported from near 
eastern countries. Much of that oil traverses pipelines in Syria, 
Jordan, and Lebanon. That oil, sir, represents half as much again 
as the daily consumption of Europe, of title I countries. 

One lays pipeline, the tap line, which is now in full operation 
witnesses a daily through flow of oil of 300,000 barrels, which is 40,000 
tons. That, 1 think, sir, is about 50 percent of the annual consumption 
of oil in Great Britain; that is going through one 36-inch pipeline. 

Now, as near as we are to the Mall, where that pipeline might be 
flowing, where the tankers are loaded, there is an Arab refugee camp 
with about 15,000 people in it, and if those people took the law in 
their hands, as the mob in Egypt nearly did on January 26, I have 
wondered sometimes if there would be any oil in that pipeline; if that 
pipeline would not be destroyed. 

Senator GREEN. I am afraid I do not follow you. It seems to me 
that is an argument why you should take pains not to alienate the 
Arab population. 

Mr. Garpiner. Senator Green, I hope we take all means not to 
alienate the Arab population. That is why we come to you for a 
program to help them both. 


COMPARISON OF ASSISTANCE GIVEN TO ISRAEL AND ARABS 


Senator Green. Is that an argument why you do not give any 
more to the Arab countries? 

Mr. Garpiner. The total assistance to the Arabs, Senator Green, 
proposed in the legislation before us amounts to $88; million, as 
compared with the figure for Israel of $79 million. 
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Senator Green. What is the corresponding proportion of popul: 
tion? 

Mr. Garpiner. Well, the population of the Arab States, of 4 
million people, is very much higher, but I think it is only fair to poin: 
out that there are other sources available to the Arabs which w. 
might identify as assistance—the doors of the banks, the World Bank 
the Export-Import Bank, are open to those people. 

Senator Futsricutr. They are to Israel, too. 

Mr. Garpiner. I think, sir, that I might say that Israel’s line of 
credit appears to be exhausted at the present time. 

Senator Green. Have you anything in showing how much aid has 
been given to these various countries already by the United States 
in one form or another? 

Mr. Garpiner. Yes. We prepared those carefully, Senator Green, 
last summer, and you will find that the amount of aid to Israel by pri- 
vate sources, by Export-Import Bank loans and other accounts, is of 
the order of three-quarters of a billion dollars, and that the aid given to 
the Arab states, including the Arab refugees, is very materially less 
rather less than $100 million. Those figures would take us back to 
1946 or 1947. 

DEFINITION OF A REFUGEE 


Senator GREEN. What do you mean, in order to make it perfectly 
clear, by refugees? What are refuge es? Do you exclude expellees 
in the word “‘refugee’’? 

Mr. Garpiner. A refugee is defined by the United Nations 

Senator GREEN. Won’t you answer the question and then explain it? 

Mr. Garpiner. A refugee is a person 

Senator Green. I asked you whether, when you use the word 
“refugees,’’ you include expellees. Can’t you say “yes’’ or “no’’? 

Mr. GarpINeER. Yes, sir. 

Senator GreEN. Then explain. 

Mr. Garpiner. Yes, sir. The refugee, for purposes of United 
Nations’ definition, is a man who has lost his job and his home both. 

Senator GrEEN. What is an expellee? 

Mr. Garpiner. | suppose an expellee is a man who has been driven 
away from his home. 

Senator GrreEN. What is the relationship between the two? I 
mean, how is that logical distinction made between the two terms? | 
would like us to know what we are talking about. 

Mr. Garpiner. Yes. We talk of refugees in Israel, and I think we 
talk of people who were not necessarily expellees. We talk 

Senator Green. Yes, but when you are going to classify them in 
your mind, how do you classify them? How do. you say one includes 
the other or does not include the other? 

Mr. Garpiner. I would say, sir, that an expellee would be included 
in the refugee category. A refugee was not necessarily an expellee. 

Mr. Woop. An expellee might. not necessarily be a refugee if he had 
a job. 

Senator Green. I just want to have the witness tell us for the record 
so that we will understand. 

Senator Futsricut. Mr. Chairman, I understood that the notice 
for this morning’s hearing indicated that we were to hear Mr. Andrews 
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who was on an inspection trip. I will be away possibly tomorrow. 
Would it be possible for us to hear Mr. Andrews, because that was 
what the notice of the meeting stated? 

Senator Green. The witness has not begun his statement yet. 
This is preliminary. 

Senator Fu.sricut. I know, but this difficulty in semantics could 
vo on indefinitely. Will it not be possible to hear Mr. Andrews? 
That was what the notice stated for the meeting this morning. 

Senator Green. I will do just as the ene wishes. 

Senator Futsricut. I would like to hear Mr. Andrews, because, 
unfortunately, [ am going to be away camnaeain. 

Senator Green. Is there any objection to hearing from Mr. 
Andrews? 

Senator Futsricut. He took an inspection trip, following Dr. 
Bennett’s death, and could give us information on the point IV pro- 
gram. I would like very much to hear him, if it is possible, because I 
will not be here tomorrow. 

Senator GREEN. Is there any objection to hearing Mr. Andrews 
now? 

Senator Gitterre. Mr. Chairman, I do not want to take up any 
time, but I did want to ask two or three questions. I have been 
waiting here for an opportunity to question the witness, before you 
pass on to Mr. Andrews. 

Senator Smir#. We have all been waiting for that, Senator. I 
want to see what this plan is. 

Senator FuLtsricur. The notice we had this morning was to hear 
Mr. Andrews. 

Senator GREEN. We have not really begun with the witness. This 
is just preliminary in order to get the background. 

Senator Gitterre. I am willing to postpone my questioning of 
Mr. Gardiner to hear Mr. Andrews. 

Senator Futsricur. Could you not give us a résumé of the report 
of your trip? He went to these places. 


SLUM CLEARANCE AND REHABILITATION OF FISHING FLEET IN INDONESIA 


Senator SPARKMAN. Mr. Chairman, before Mr. Andrews starts. I 
wonder if I might offer for the record a memorandum with reference 
to two things that we asked for yesterday. One was the building of 
those fishing boats and the other was the slum-clearance project that 
the chairman asked about. Here is a statement that, I think, would 
be helpful in the record. 

Senator Green. Do you want to tell us what it is? 

Senator SPARKMAN. Well, it shows that there were 75 fishing vessels 
built under that program—75 wooden fishing boats. They say they 
were of the same type as those used in Indonesia. Sixty of them were 
of the type of this Majang boat, which cost an average of $6,330 each, 
and 15 of the others were larger boats. 

On the slum-clearance project, they say there is just absolutely 
nothing to that at all. They say in this proposed program there is 
$75,000 proposed to help give advice on slum clearance, but nothing 
heretofore. 
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(Information requested on 75 fishing boats for Indonesia and slum- 
clearing project in Indonesia is as follows:) 


Subject: Information requested on: 
(a) 75 fishing boats for Indonesia. 
(b) Slum clearing project in Indonesia. 

A. Under the fiscal year 1951 ECA program for Indonesia, 75 wooden fishing 
boats were provided. There were none in the fiscal year 1952 program. Thes« 
boats are of types used for many years in Indonesia. The only difference is tha 
motors were put into them. 

(a) ‘“‘Majang boats.’’—60 of the 75 vessels were of the type known in Indonesia 
as ‘“‘Majang’’ boats, designed and used for coastal fishing. 

Total cost of 60 boats: $380,000. 

Characteristics of boat: 
Length: 40 feet. Width: 9 feet. 
Net tonnage: 814 tons. Gross tonnage: 13 tons. 
Speed: 6-7 knots. 
Motor: Full Diesel, 2-evlinder, 20 horsepower. 
Price: Approximate ly $6,330. 
Estimated average catch per annum: 50 tons. 

(b) ‘‘Bonito boats.’-—15 of the 75 vessels were of the type known in Indonesia 
as ‘‘Bonito’’ boats, used for tuna fishing in the seas around the eastern islands of 
the archipelago. 

Total cost of the 15 boats: $268,000. 
Characteristics of boat: 
Length (over-all): 64 feet. Width: 11 feet. Depth: 5 feet. 
Net tonnage: 16 tons. Gross tonnage: 21 tons. 
Speed: 914 knots. 
Engine: Full Diesel, 4-cylinder, 100 horsepower. 
Price: Approximately $17,870. 
I’stimated average catch per annum: 500 tons. 

B. Slum clearing project: 

We are at a loss to explain how the idea could have ever arisen that ECA 
funds might have been used for slum clearing projects, since there was not a 

le project in e ‘ither the fiscal vear 1951 or in the fiscal vear 1952 ECA programs 
for Indonesia even remotely connected with slum clearance, public housing, or 
the like. 

The illustrative fiscal vear 1953 MSA program for Indonesia does contain : 
$75,000 item for low-cost housing in Djakarta, the overcrowded capital, where : 
present almost 3 million people are estimated to live in houses that were occupied 
by a 1 million population before the war. Part of the $75.000 will be used to pay 
for the services in Indonesia of a United States citv planner and a United States 
sanitation engineer. The remainder has tentatively been earmarked for the 
purchase of certain key imported materials, such as sewer pipes and some simple 
plumbing, primarily for demonstration purposes, 


Senator GreEN. Go ahead with vour statement, Mr. Andrews. 
Senator Futsrieur. Give us the story of your trip. 


TCA PROGRAMS IN THE MIDDLE EAST 


Mr. Anprews. Mr. Chairman, I had planned to give my little 
testimony at the conclusion of Mr. Bingham’s testimony, because he 
is testifying on the program, and I was supposed to testify on actually 
what is happening out in the field, but I will take this up as the 
committee wishes. 

Now, here are some very crude maps over there, India, Pakistan, 
Afghanistan, and here is the whole Middle East. I apologize for 
those maps, because they do not show much. There are some red 
circles on those maps which indicate the areas where we are either 
running a point IV program or where there are negotiations under 
way for point IV programs, or where the people have asked for 
consideration of point LV programs. 
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There are 17 of those countries, and I was in 11 of them. TIT will 
not attempt to go to each one of the countries, but I will, if the 
committee wishes, take up four countries which are, to some extent, 
typical of the whole area, and if you have a specific question on any 
one country, I will be glad to try to answer what I can from observa- 
tion. 

Here are the countries which I visited: Lybia, Africa, Egypt, 
Lebanon, Syria, Jordan, Iraq, Iran, Pakistan, India, Afghanistan, 
and Israel. 

Senator Witey. Did you stir up that trouble in Egypt? 
(Laughter. ] 

Mr. ANpREws. Sir, in about three countries—I was there either 
just after a revolution or before one. 

Well, the Egypt revolution started 2 days after I left. We ran into 
a riot and a jailing of all the officials in Syria, and we ran into a riot 
in Iran, so that is the way that was. 

For the purpose, then, of this discussion this morning, I will take 
up the programs in Jordan, Iraq, Iran, and India, as they are operating 
and as they are spending, shall I call it, the money which the Con- 
eress gave point IV program last year. Later Mr. Bingham will 
talk to the 1953 program, and I will help out anywhere I can. 


AGRICULTURAL PROGRAM IN JORDAN 


Taking Jordan, which you have discussed here already this morning, 
it is pointed out there that you have a population that has been 
increased more than twice by the influx of refugees, and it is a terrible 
fact that those people are sitting on one side of the Jordan River and 
looking across at another side of the Jordan River where there used 
to be their homes, and it does present a terrible political problem. 

But Jordan, before the influx of refugees, was a country that was 
primarily self-sufficient. One year after another they produced all 
the grain they needed, and sometimes they exported 20,000 or 30,000 
tons of grain. 

With the influx of the refugees, in spite of the fact that the United 
Nations are feeding a great number of them, the country is right on 
the borderline between self-sufficiency and deficiency. It is a count ry 
that has practically no foreign exchange or anything of that kind. 

So, our program starts in Jordan with an attempt to increase the 
food supply, and to do so through the introduction of better seed 

Wheat in Jordan produces about 8 bushels to an acre. I do not 
know whether by better seed or better methods we can raise it to 
10 or not, or 12, but if vou can, vou make the big difference there 
between near disaster and the other. 

Your first fundamental program there is to try to increase the 
production of wheat and food with what they have got, and not with 
anv introduction of tractors or anything of that kind, but to start 
with what they have got and then go on to the other if it fits. 

Jordan is subject to drought and sub ject to good rains. In some 
vears they have a large crop, but they have always followed a policy 
of selling everything they had, so they are going back to the time of 
Joseph, and we are sending technicians to Jordan studying methods 
of building low-cost storage, so that in the five great grain-producing 
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areas of Jordan, when they have a good year they will be able 
store that against the future years. 

Senator Witry. Does any of it mildew? 

Mr. AnpReEws. Sir? 

Senator Witey. Will any of that grain mildew? 

Mr. Anprews. It will, sir. It will mildew, and also the weey'! 
will get into it unless you have got the proper technique, and what 
we are doing, we are sending technicians from down in our south 
western country in the United States over there and, as I said befor: 
we have agreed to put up and test out an elevator that will do that, 
and if we succeed—and it may be a failure, but if we succeed—th: 
Jordans themselves are going to build four, which will make then a 
storage there of about 30,000 tons which the *y can always carry fron 
year to year and refill with their good crops. 

They have almost a near failure there about every 3 or 4 years 
and about every 4 years they have a very large crop, and the idea is 
just prudence to carry out a reasonable reserve against drought years. 


WATER STORAGE PROGRAM IN JORDAN 


I could go on at great length about this wheat program. I will 
tell you about another little program that is going on. Will you 
scatter those photographs around. There is one program that is 
going on over there on the matter of aiding the Bedouin population 
and, to some extent, the refugee population. 

Two thousand vears ago the Romans built along the Jordan plain 
great storage tanks that would catch the water in the rainy season, 
and that water would stay there during the year for the Bedouins 
and the grazing people to bring their cattle around to graze, where 
these nomadic people settle for a time, and have water for their ani- 
mals, and to drink, all that sort of thing—there are 150 of those big 
tanks, and over the centuries they silted up. I am not going to 
worry now why Jordan did not do it long ago, but we did this last 
vear go in there with modern equipment and open up one of those 
tanks as a demonstration. We took and bought a second-hand drag- 
line from the United States, sent a technician over there, and he 
taught the Jordan people how to run it, and they have cleaned out 
one of those tanks in the matter of a few days. 

Senator Witry. How big is it? 

Mr. Anprews. Oh, it covers, I would say, about an acre. 

Senator Wiiey. Is that right? 

Mr. Anprews. They are big, and they are about 8, 10 feet deep. 
You will see a picture that is being passed around here. The only 
point of it is that in the movement of the flocks—and that country 
is living yet by the flocks down there—there is a watering place, and 
it does aid greatly in a water supply for the nomads. 

Senator GREEN. Is there a constant supply of water over there? 

Mr. AnpreEws. It is not, I would say, constant. The water 
falls during the so-called rainy season. The tank fills up and then 
the grass begins to grow in the valley, and the nomads bring their 
flocks down, and this is merely a place where they can water thei! 
flocks while they are grazing them around the area. 

Previously they had to drive these flocks clear over actually into 
the River Jordan to get water. That is the big problem. 
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Senator FuLBricut. How much did it cost? 

Mr. Anprews. Well, that dragline, sir, cost $170,000. The cost of 
cleaning the tank out probably was relatively small, and the only 
point about the dragline is it is now being used by the Jordans in the 
building of a road which is going down to a new port that is being 
built there by the British, and the only point is, as an investment that 
is too much for one tank; if we clean up, say, 20 of them, it is probably 
a pretty decent deal, and if you use this dragline in the other things 
it can be used in, that is all right. 

Senator GreEN. These are very interesting photographs. Have 
you any idea how many cisterns there were in biblical times’ 

Mr. Anprews. One hundred and fifty. 

Senator Gituerre. How near are they to the Jordan? 

Mr. Anprews. It is back from the Jordan a little ways. I used 
the words a little loosely. 

Senator FuLBricur. Did you say the Romans built them. 

Mr. ANpREws. Yes, sir. 

Senator FutBricutr. Did they have a_ point IV program? 
(Laughter.] 

Mr. Anprews. I do not know whether they did or not. 


HEALTH PROGRAM IN JORDAN 


I do not want to take too much of your time in this relatively small 
country, but I do not think it would be complete unless I me ntioned 
the health program there; and there again in Jordan probably we 
are tackling things a little bigger than we are in some of these other 
areas. There is not a single laboratory in Jordan that can analyze, 
for instance, a blood smear or study rust on a plant or a fungicide on 
a tree or anything of that kind, which is common to us and common 
to most countries. If they have it at all they have got to send it over 
to the University of Beirut or some other place. 

So it was decided that we would supply the technical equipment for 
a biological laboratory which could serve the agricultural side in 
plant and animal diseases, the health side, and even the mineral side 
in the mineral development. 

The Jordans have given, have supplied a very fine location of 
ground in the city of Amman there, and have put in and are putting 
in counterpart funds to build the building. 

We are building a two-story laboratory building, and we are 
agreeing to staff the laboratory, and teach the Jordan people how to 
carry it, and we figure it will take from 3 to 5 years to get that labo- 
ratory up and going, and their own technicians able to run it before 
we pull out. 

We will have five technicians which will work alongside of the 
Jordan people on it. When you consider the health proble m in that 
country, consider all of the diseases that come about, and the need 
for studying these things by modern methods, particularly on this 
refugee business, we think that is a good investment for America, and 
I think it will be a place that the American flag can be put on over 
the centuries. 

Senator Green. Will the American flag be over it? 

Mr. ANprews. Well, I doubt whether that was so, but we can at 
least put something on the side to indicate that America helped do it. 
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Senator Gitterre, Mr. Andrews, before you leave 
did you say was the use to which that dragli 

Mr. AnpREws. For building roads. 

Senator GInLerre. Where? 

Mr. Anprews. I had better say not for buildi 
plan is when you complete these tank-cleaning Operations, to use jj 
on a road-construction project which is going to tie into the port 
which the British are planning to build down there in Jordan, 

Senator GIuLerre. What port? 

Mr. AnpreEws. Akaba you see. Jordan now must get its supplies 
in through by a route over & narrow-gage railroad onto & wide-track 
railroad, and through all the custom barriers in Lebanon and Syria 
and all the rest. 
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COOPERATION OF OTHERS IN JORDAN PROGRAM 


Senator Gitterre. Then, that dragline is being ch 
use? 

Mr. AnprEws. No. The British are merely in there as technical 
assistants, people just like we are. The truth of the matter is. let us 
not kid ourselves, the British are training the Jordan Army, that is 
exactly right. 

Senator Gitierrr, I was in there and I saw it. 

Mr. ANpREws. The Jordan Army is one of the 
Jordan; you know that, but the British are makin 
tions to the economy there. 

For instance, they are handling the forestry program under the 
technical-assistance program, and you saw those trees that are being 
planted over all those old hills. Well, the British forester iS behind 
that, and the British are supplying that curled Wire that goes around 
these forest plains to keep the goats Out, you see, and you cannot 
have a tree, and these countries which have goats, and you have 
got to keep those goats out. and the British have supplied the wire. 

Senator GILLerre. Will the draglines be avail: 
other cisterns? 

Mr. Anprews. Oh, sure: that is what it was broug 
That was really brought over for that thing; but 
out was I do not want to charge the $170,000 
because that is pretty bad busines 
later. 

Senator GREEN, Was there good 
national help? 

Mr. AnpREws. Yes. remarkably good. 

Senator Green. Is there help from other fore 
own? 

Mr. AnpREws. Yes. sir. You have got in Jordan the British, you 
have got ourselves. and you have got the United Nations, and it is all 
tied in there to kind of a joint committee of al] of them, including the 
Jordan people. 

Senator Green. Is the same thing true of other countries? 

Mr. ANDREWs. Not all countries, sir: but, in general. it js true. [| 
am not going further in Jordan, although I can talk for an hour, and 


| have taken too much of my time. T will switch to Iraq, which 
presents another type of a program, 
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IRAQ’S NEED NOT FOR MONEY BUT FOR KNOW-HOW 


In Iraq, as you well know, you have a country there that has a 
creat amount of oil. It has contracts with the oil companies, which 
are going to give it a very large amount of revenue. They are esti- 
mating that they will eventually have $200 million in foreign exchange 
to spe nd per year on development in Iraq. 

Iraq_ has what they call a Central Development Board which 
supervises the spending of this money, and we, the Americans, have 
a representative on this board, the British have a representative on 
the board, and the Iraq is the rest of them. We just sent to Iraq a 
very distinguished engineer from the Reclamation Bureau here, Mr. 
Nelson, of the Interior De ‘partment, and they sit in the planning of 
how this money will be used. 

What the Iraqis told me was, “We don’t need money; we have got 
money, but we have got to know how to spend it wise ly, so we need 
technicians,” and I will say primarily our total program in Iraq is the 
supplying of technicians. 

For instance, they are taking an old barracks out there, and it has 
been turned over to the Minister of Agriculture for the establishment of 
an agricultural school. There is an Iraqi, who is a graduate of the 
University of California, College of Agriculture, who is the dean of that 
school. 

The Minister, the Director of Agriculture, is a graduate of A. and 
M. College in Texas, so they know what we are talking about, and we 
are assisting them in staffing that college with technical pe ople, with 
professors who work alongside of their own professors and helping 
them also organize their experiment station and demonstration farm. 

Senator WiLtny. What is the population of Iraq? 

Mr. ANDREws. Sir? 

Senator WiLtry. What is the population of Iraq? 

Mr. Anprews. Well, now sir, the official list here is about 5 million. 
I was told that they thought they had 7 million, and if they counted 
their wives, the women and the little girls, they would have close to 
10 million, because in the census othe Arab women are not counted. 

Senator Futsricut. The what? 

Mr. Anprews. The Arab girls and women are not counted. 

Senator Witey. Are we changing that standard? 

Mr. AnpreEws. I would say this: there is being organized in Bagh- 
dad a domestic science home demonstration type of a college, and we 
are supporting it; and for the first time quite a number of women are 
coming in there and learning how to cook and do household things, and 
are taking off the veil. 

Senator Witry. And we are supporting those women? 

Mr. AnprEws. We are not supporting the women; we are teaching 
them, trying to. 

That project, I want to say this, was started by the United Nations, 
FAO—Food and Agricultural Organization -they have carried it as 
far as they can, and we are trying to join with Iraqis in staffing it and 
getting it along. 
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ADVANTAGES OF WORKING THROUGH THE U. N. 


Senator Green. I do not want to interrupt you, but what is tl 
relative advantage, do you think, of our acting directly ourselves « 

acting through the United Nations in doing these various things? 

Mr. Anprews. I would say this: There is not too much advantag 
except for this faet—— 

Senator Green. I do not know what the advantage is. Which cd: 
you think is most advantageous? 

Mr. Anprews. The advantages, under the present condition 
when the countries are not putting in as much money into the United 
Nations as we are, are that we had better make our contribution 
directly ourselves until they are willing to lay more money on th: 
line. You see, we are putting about 60 percent of all the money and 
all the technical assistance of the United Nations in. 

Senator Green. Let us assume that that percentage remains th: 
same. Which would be better? 

Mr. Anprews. Well, I would, just off the record or on the record 
but as a personal thing—remember, I am talking personally now— 

Senator GEEEN. Yes. 

Mr. AnprReEws (continuing). I think we ought to move toward 
going through the United Nations. 

Senator GREEN. It would be better in the long run? 

Mr. ANprREws. Yes, sir. 

Senator Green. You think it would be better? 

Mr. Anprews. In the long run. At this particular time the 
United Nations could not handle the type of program we are handling 

Senator Wiiery. Is there any other income besides those $200 


million you are talking about in that 7,000,000 group? Do they export 
anything else? 


IRRIGATION OF TIGRIS-EUPHRATES VALLEY 


Mr. Anprews. They export primarily skins and also grain. Now 
this is the olstl ‘IT want to make on the Iraq program: You see, in 
Iraq is the seat of the old Mesopotamia in that area. That area at 
one time supported 30,000,000 people, and in biblical times, back in 
those days. Therefore, I say, after a review, a general review, just 
very casual, and I do not want to be official at all, that there must be 
at least 2 to 3 million acres of land in the Tigris-Euphrates, and all 
you need to do is to turn the water on it, and get people on it and 
start cultivating it. Of course, there is the problem of salting. 

Senator SmirxH. Would that not need a big TVA development? 

Mr. Anprews. A great development. Our experts say, “3,000,000 
nothing; there are 7,000,000 acres.” 

Right now, in the last couple of years they are becoming exporters 
of barley to Europe and I can tell you that the possibilities of barle, 
and wheat growth in there are almost unlimited. If you turn this 
water on and get the proper technical leadership, the possibility of 
production is almost unlimited. 

What we are doing is primarily supplying the technical people in 
assisting them in it. There is one big area of 340,000 acres down 
there, near the mouth of the Euphrates River, in which the waters 
there—the irrigation ditches are there, they are cut out, but they do 
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not seem to be able to know how to lay out the villages and how 
to build houses and how to get the people on it. You see, you have 
got a nomadic people in that country. 


REASON FOR CONTRIBUTING TECHNICAL ASSISTANCE TO IRAQ RATHER 
THAN SELLING IT 


Senator Wirey. But in that country, say they have only $200 
million net from their oil, so that they have got a tremendous sum of 
money there. It is a question of handling it, it seems to me. They 
ought to be able to develop that and make it a paradise, with or 
without our putting any money into it. 

Mr. AnprReEws. I will agree with you, Senator, and I will say this: 
This board told me, they said, “We want certain technicians from 
the United States, and we want to hire them ourselves.’’ Now, this 
may sound like I am trying to weasel on that issue, but here is what 
you are up against in these countries. 

Take the Minister of Agriculture, and take Public Health, or any 
of these other people: all of those Ministries in these new countries 
rank below the military and the Foreign Service and the Justice and 
all that business. Their cortinual fight is to get a chance, is to get 
in the door, for some of this money, and there are two reasons for it. 
One reason is that these Ministers are poorly organized. They are 
just a few people, just a few little people, and their problem is selling 
the possibilities of their own program, and where we are getting into 
the thing, and maybe it is right or maybe it is wrong, when you put 
a practical American by the side of one of these Iraq Ministers, you 
add to his prestige terrifically; and when you walk up, even though 
you are not a bit smarter than he i is, and you say that this ought to 
be done, and this ought to be done, and there ought to be some 
money spent here, and all that sort of thing, it carries a great deal 
more weight than if he had said it. That may sound funny, but 
that is an actual fact, so these technical Ministers are screaming for 
helping because it adds to their prestige and aids them in selling 
their program. 

We have a lot of technicians going out there, but if we had to wait 
for that to be sold through the Government, and those fellows finally 
have a little piece of money poured out here and poured out there, 
we would be 2 or 3 years even getting started there. But you do 
start on this, and I am confident that it will not be very, very long 
until they will be paying way more on this than we ever start to, and 
my honest belief is that they are going to take it over themselves. 

Senator Futspriegut. Mr. Andrews, that seems to me quite logical. 
Here you have got something to deal with. There is a real opportunity 
here, which would not only help Iraq, but I think it would contribute 
to the whole Middle East. If you bring in that kind of land into 
production, the benefits, if they are properly organized and not all 
wasted in the military, will flow into that whole area, and you have 
got something really to work with when you have got possibilities - 

} to 7 million acres of land that could really produc e a lot of whea 
and you have got the money to do it with. 

It'seems to me the technical assistance and guidance to getting them 
going in the right way, there is some real hope i in that, as opposed to a 
continual relief program. I mean relief is humanitarian, and all that. 
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There is no end to that unless you can make the basis for a self-sustain- 
ing economy. 
OPPORTUNITIES IN IRAQ 


It seems to me the real opportunity is in just such a circumstance as 
this to cure the situation in the whole Middle East. 

Mr. Anprews. Actually, I do not want to go overboard, I do not 
usually go ove rboard, but I tell you the possibilities i in [raq are just 
terrific. Really, I think that could be made a Garden of Eden again 

Senator GrtLerre. It was. 

Mr. Anprews. It was. The big problem in that whole area 
salt, the salting up. Iam not so sure but that that is one of the reason 
why the civ ilization died out there bei ‘ing that this land salted up in the 
unwise use of irrigating and not drainage. That is a big problem 
and our technicians—it took us 20 years to discover that you have got 
to build a drainage ditch at the same time you are building an irrigation 
ditch. 

Senator Witry. We used to hear something about the Thief 
Bagdad, and I suppose there are plenty of them over there now? 

Mr. Anprews. Sir, there are. 


HEALTH PROGRAM FOR IRAQ 


Now, I could go on there about the health program. The health 
program in Iraq, Senator Green, is tied right into the United Nations 
The United Nations has a good mission there; they have a man 
directing the health program for the United Nations, and instead of 
setting up another shop and setting up an opposition deal, our peopl 
on public health work right with and under that gentleman. I do 
not say 

Senator GREEN. That is very sensible to do that. 

Mr. ANprews. It is going along fine. They have in [raq one of the 
best, in my opinion, low-cost housing arrangements the re are in th 
whole Middle East. They are going right back to Moses’ time, taking 
the mud and the straw and building a little two and a half-room house, 
which is really a mansion to most the people out there, and putting 
a little wall around it, putting water in it, and a little garden back of 
it, and it is costing about $350. We are not putting up that money 
at all; the Iraqs are doing that, but what I am saying is they are 
doing something else. 

Senator WiLtey. We had better have those people move over here 
and teach us something. 

Mr. Anprews. Frankly, it is a small house, of course, but the people 
live in small houses out there. 

Senator Smrrx. It is really a mud house, like our adobe, in a way? 

Mr. ANprews. Yes, mud house, and it is nothing to see 8 or 10 or 12 
people living in one of those houses. 

To go further on with Iraq, I would say nothing except that I 
believe here is a place where the sky is the limit, and where our tech- 
nical people are really wanted and where, I think, we can give some 
real help. 

Senator Smiru. And your program calls for $1,380,000? 

Mr. Anprews. That is right; practically all technicians. 
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I think we are supplying some technical library material for the 
college, and some technical equipment which cannot be bought; this 
money that I mentioned awhile ago is primarily pounds and soft 
currency, which can be bought in the other areas, some particular 
types of stuff, and Mr. Gardiner is correcting me—the people out 
there told me that “we have got $200 million to spend,’’ Mr. Gardiner, 
but you tell me the oil revenue is $75 million. 

Mr. Garpiner. That is for the first year. You said $200 million 
for—— 

Mr. ANprews. The whole program is $200 million. 

Mr. Garpiner. It will be $200 million before they finish. 

Senator GREEN. Let us get on to some of the countries not so 
promising. 

Senator Futspricut. Pakistan. 

Mr. Anprews. You would hit me on a bad one. May I speak on 
and touch Iran, sir? 

Senator FuLsricur. Yes. 

Senator Smiru. Let us hear about Iran; I want to hear that. 


IRANIAN TCA PROGRAM 


Mr. Anprews. The Iran program, as you gentlemen well know, 
was a program that was put in for a specific purpose, not, shall we 
say, altogether technical assistance; and I am not going to be sitting 
here and telling you that the $25,000,000 you appropriated for Iran 
last year are all going for this basic type of technical assistance we have 
been talking about here in Iraq. I would say that more than half of 
it is going to the village level and the village deve ‘lopment, and some 
of it will go into industrial development. It is going, maybe to some 
extent, to supply the sources which make the counterpart funds avail- 
able to back up these other programs. 

Mr. Bingham will go into the financial business side of this in detail 
in just a moment. 


ATTACK AT VILLAGE LEVEL IN IRAN 


Here is the program: It is again an attack at the village level. 

There have been set up 10 districts in a rural development pro- 
gram in Iran, and there are being sent out teams of Americans, teamed 
with Iranians, and they go as a group, to these districts, and intro- 
duce an education, health and sanitation, and agricultural program. 
There is an over-all agricultural program which more or less does the 
coordinating and the planning, but the agricultural program takes 
the form of this. For instance, this last year we shipped, hauled down 
to these villages, seed wheat, a new seed wheat, and took and ex- 
changed that for the farmers’ poor wheat and, in July we are going 
to know whether that technical assistance got anywhere or not, 
because they planted that wheat. 

Senator Giutetre. What did it come from? What did the seed 
wheat come from? 

Mr. Anprews. It came from the breeding stations, their own 
breeding stations, in Iran, and the seed wheat, it is a terrible problem 
to even get something they know is good introduced at the village 
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level; that is just one effort. I am going to describe just for th 
moment here the school program in these villages. 


ESTABLISHMENT OF SCHOOLS IN IRAN 


There are 42,000 mud villages in Iran occupied by about 10,000,000 
people—I think that is right, about 10,000,000 people; and there ar 
only about 18,000 individuals in Iran who have even an excuse to Say 
that they can teach school, so assuming that you used every one of 
those teachers in villages, you have got 22,000 villages that have not 
even a teacher, let alone facilities or anything of that kind, so there i 
a program for this year of trying to start -I do not want to dignif 
it by calling it technical training, but kind of an education, a little 
different from the traditional Koran education, in these villages ; 

Senator Green. They do not get the Koran? 

Mr. Anprews. They get the Koran through, shall we call it, rote, 
the memory of people, and they chant it, chant the Koran, and that 
is the traditional education. "There is absolutely no education on 
the relation of the person to his surroundings or any of the things we 
know here. 

Senator GREEN. Is there any question about wanting to change the 
subject matter rather than the teaching? 

Mr. Anprews. That is right. 

Senator GREEN. Yes. 

Mr. AnprEews. Let me show you how we are attacking the prob- 
lem—maybe it is wrong and maybe it is right. But take this village 
where you saw the picture of a volley-ball game going on there a while 
ago, well, that Mr. Walker was a voc ational agric ultural teacher from 
the United States. He is from one of the Southern States, Arkansas 
or Kansas, I do not know which. He went down to one of these 
villages and talked to the so-called seniors, and they said, “We got 
no teacher, we got no building, we got no school, there is no possibility 
of a school.’’ We do once in a while get some good ones set up. 

The fellow said, “If you do not have a school, let us at least learn to 
play a little.” The kids do not play in the Middle East very much. 
He said, “I have got a volley ball here. Let us string up some poles 
and let us play some volley ball,” and he started with the local kids 
playing volley ball, and he left the ball with them, and left the net 
with them. He came back in about a week and did some more of 
this kind of business, and after about the third trip the seniors said: 
“Well, we might be able to find a place for a school,” and he said, 
“Sure, you have got one. Here is this old barn out here. Let us, 
make a school out of that.” 

So they went to a mud barn, and the village all got in there and 
cleaned it up. We bought the whitewash; we bought the blackboard 
and the crayons; we bought the wireglass windows for it, because you 
cannot use glass much out there, particularly—it has got to be a little 
stronger than the ordinary glass—and bought some very meager 
equipment, and brought down, I want to say, one of the teachers 
that we are training. We are running training schools for teachers 
he brought one of the teachers down there with him, and they started 
a school. 

It was not long until they decided that they needed some fresh 
water for those kids because most of them, they drank in the villages 
they drink out of any place, maybe a pool at the edge of the village, 
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so they drilled a 67-foot well there, the villagers themselves, and 
installed that. 

Everything in Iran, if you know that country, is behind walls. 
You build a wall around a piece of ground, and then you put your 
house in there. This fellow said, “Let us tear this wall down. We 
have got this school painted, whitewashed here. We want the people 
to see it, so let us tear the mud wall down,” so they did tear the mud 
wall down, and in that village that is practically the only house in 
the village that has not got a wall round it; it is the only whitewashed 
place in there, and there are about 35 kids, including, | think, 4 girls, 
who are going to that school. 

Now, that school cost the United States $567. 

Senator Green. What do they teach there? 

Mr. AnprRews. They are teaching in the very crudest way about 
their own village, about their own country, about the sheep and the 
olives, and the wheat and all of that sort of thing. 

The fellow who is the janitor or the care keeper in the village 
teaches the Koran, but that must be done, you must teach the Koran, 
but you teach these other things. 

The program for Iran called for the establishment of 400 schools 
in Jran this coming year. Of course, that is just a dent. It does 
not even start on the 22,000 that you have no schools in, and the 
estimated cost, I think, of $350, this one hit us a little bit more. 
But at least, the educational program is trying to tackle this thing 
at the village level and not at the top level, and it starts with the 
training of Iranian teachers to go out there, and it is a very rigid 
training school. 

I have already taken entirely too much time, but that is the basis, 
and I might say that the basis of this whole program is to train 
people to go out and operate with their own people. You cannot 
do much going into a village and saying, “I am an American, and 
this is so.” But if you can get one of their own leaders to go your 
way, you can go a long way on this sort of thing. 


ATTITUDE OF MOSLEMS TOWARD EDUCATION 


Senator GiLtuLerre. Is there any evidence of antagonism from the 
Moslems on the ground that it might interfere with the Koran? 

Mr. Anprews. Not at the village level. You just cannot go out 
and say, ““Now, we are going to have academic education,’ you have 
got to go on the basis that we are teaching about our surroundings, 
and things like that. 

Senator Green. Are they opposed coeducation? 

Mr. AnprReEws. Yes, sir, generally it is very unusual, but this is 
unusual, and I think there are four girls going to this school, and it 
is absolutely unusual because, in the first place, little girls are not 
going to go to school 

Senator Green. Is that not an unnecessary obstacle that you 
assume? 

Mr. Anprews. Well, I would not say that. We are not saying to 
let the little girls come to school. ‘These people decided that “the 
little girls should come to school. In other words, it is there. You 
have the school, you have the building, they see it. 

Senator Futsricur. You did not insist on it? 
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Mr. Anprews. No, no; you do not dare do that; you do not do 
that. You have got to lead them. 


TCA LIVESTOCK PROGRAM IN IRAN 


I can talk at greater length here about the livestock program, th 
introducing of better livestock, the stamping out of diseases. Ther 
are places there in the nomad country where 80 percent of the flocks 
sometimes which are hit by epidemics, and died, and they are putting 
in vaccination. I do want to anticipate your own question, there is 
one area up here in Azerbaijan where we are recommending th 
utilization of tractor type of farming. It is right up in this area here 
which the Russians originally held, “and when they left that country 
they took nearly all the camels, practic ally all the donkeys, and most 
of the cattle. 

It is a country that looks a good deal like Lubbock, Tex., or the 
Panhandle of Oklahoma, and it is our considered judgment that rather 
than go back to the nomad and go back to the little outfit, that here 
might be a chance, and where it certainly can be utilized to its best 
advantage, of the introduction of a tractor type of economy and grain 
production. 

Senator GreEN. Was this the school that you described particu- 
larly, Kalambad? 

Mr. ANprEws. That is the one. 

Senator GREEN. Well, it says here that you had to put on an extra 
room in order to have the girls. 

Mr. Anprews. Did we? 

Senator GREEN. That is what it says. 

Mr. Anprews. You will notice the girls there. 

Senator GREEN. It says that it had an extra room to permit the 
girls to attend school for the first time. 

Mr. Anprews. That would seem to me that we still have to divide 
it up. The point of it is that we still have the girls there. I will 
touch Pakistan, and then India. 

Senator Smira. You have to make them literate. You have to 
teach them from scratch and teach them how to read? 

Mr. ANpDrREws. Yes. 

Senator Smiru. Is Dr. Laubach out there? 

Mr. AnprEws. Yes. He is going somewhere—he is in India, that 
is right. 

REASONS FOR DELAY IN PAKISTAN PROGRAM 


Well, the Pakistan program, to be perfectly blunt, we have been late 
in getting a contract signed. We have been, should 1 say, disagreeing 
a little bit with the Pakistans on the type of program that we want to 
put on. Maybe we should not do that, but we have felt that the 
technical-assistance program means that a country is willing to attack 
at the village and people’s level some of their problems, and we are 
willing to help them out in those problems and go along with them; 
and in the general administration of the technical assistance program 
we have insisted that the expenditures over and above technicians 
who go into a country must be related to a specific technical-assistance 
program, similar to this school, and things of that kind. 
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I will have to say that we are not too happy with the program which 
the Pakistan people have brought up. ‘They are not too happy with 
the program that we think they ought to follow through. I do think 
that before June 30 we will arrive at a specific positive type of pro- 
gram in agriculture and in health, but not in education—and maybe 
a little industrial training which will enable us to carry through that 
philosophy. 

I want to say this, from the standpoint of Pakistan: The Pakistan 
people are wonderful and energetic people. They are the fifth largest 
nation in the world. They have been, they say, the hewers of the 
wood and the carriers of the water for India, the raw material sup- 
pliers for all ages for India. ‘They say, ‘‘We must industrialize, and 
if you cannot help us industrialize with your contribution we are not 
interested in your contribution.” 

Canada has given $10,000,000 in an alleged technical-assistance pro- 
gram, but actually in an investment program for Pakistan. 

Australia has given $10,000,000 in the form of an investment pro- 
gram for Pakistan. 

Senator Green. Have the political questions been settled which 
threatened the use of the water? 

Mr. AnpreEws. No, sir. 

Senator Green. They have not? 

Mr. ANpreEws. No, sir 

Senator Green. Well, it all may be shut off, then. 

Mr. Brncuam. None of these projects are involved in that question, 
Mr. Anprews. None of these problems are involved in that ques- 
tion. 

Senator Green. I did not know whether they had, because they 
depend on it. 

Mr. Anprews. Yes. 

Senator Smira. When you say Canada and Australia have given, 
you mean on their own? 

Mr. Anprews. Through the Colombo plan. 

Senator Gitterre. What plan? 

Mr. Anprews. The Colombo plan. We are—I think the last pro- 
gram that the Pakistan people passed back to us here that they woul | 
like to do, I think we can join with them and carry it through, but 
there is no use for me to sit here and tell you that there are not some 
problems in trying to hold this to a technical approach, 

I can understand Pakistan. They say, ‘We have a 6-year plan of 
industrialization. We want you to put this $10,000,000 in here and 
let us use it the way we want to, to industrialize.” 


TCA AUTHORITY TO AID INDUSTRIALIZATION OF PAKISTAN 


I do not know whether the Congress has permitted us to do that, 
so we are still insisting that what we de must definitely be related to a 
technical-assistance program, and ] think as times comes we will. 

Senator Green. Do you want that from Congress or do you not? 

Mr. Anprews. Sir, I am not running technical assistance; you ask 
Mr. Bingham those questions. 1 am not going further on Pakistan. 

Senator Green. Mr. Bingham, can you answer that question? 
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Mr. Bincuam. I find myself in some disagreement with \| 
Andrews if he meant to say that we lack the legislative authority 
include industrial projects in a technical-assistance program. 

Senator GREEN. You are not asking for it? 

Mr. Brneuam. I think we have that legislative authority. We hay 
felt that it was the sense of Congress that we should concentra 
primarily on fundamental attacks on basic problems, such as those i: 
agriculture, health, and education. 

Senator Green. Do you not think it ought to be made clear whe th. 
you can or you cannot? 

Mr. Brveuam. I think it is clear in the law now. 

Senator GREEN. When you distinguished gentlemen differ— 

Mr. AnprREws. We do not differ. It was the sense of the hearing 
last year that I hen red to. 

Senator GREEN. Well, you both agree you need it if you have not 
got it. 

Mr. Brnacuam. The authority? 

Senator GREEN. Yes. 

Mr. Brneuam. Yes, sir. 

Mr. AnpreEws. In the hearings last year with Dr. Bennett, in 
reading the record I got the impression that we were selling a funda 
mental basic approach. 

Senator Futsrieur. I think he is correct; that was the intention o| 
the Congress. 

Senator GrreENn. Yes; I think it ought to be made clear one way o: 
the other, and I do not think we ought to leave it in doubt, and it 
seems to me you are stretching out too far when you are getting beyond 
the obvious intent of the law. 


Mr. AnprReEws. Sir, the point I want to make in connection with 
this is that I was referrit ig primarily to the congressional record rather 
than the authority in the | law, and I feel after all is said and done that 
the record is: pretty important thing behind what is the intent. 

Senator GREEN. If you follow all the speeches made on the floor 
and in the record you will get dizzy. 


PAKISTAN ’S NEED FOR A TCA PROGRAM 


Senator Futsricut. Do you think that Pakistan does not tech- 
nically need the point IV approach? 

Mr. ANprReEws. Yes, sir; I] do. Pakistan has the same fundamental! 
problems, they have the same problems of health, the same problems 
of education that India has, and in some instances in a greater degree. 

For instance, in Pakistan they are only getting in some areas 8 
bushels of wheat on irrigated land. Now, there is just something 
wrong there somewhere. 

Senator Gitterre. But they are producing an exportable surplus. 

Mr. Anprews. That is right, and that is what the Pakistans tell 
me. They say, “We are producing all we need; we have got all the 
cotton we need and all the wheat we need.” 

I say, “Yes, sir, I agree with you, but you have some obligation 
in his creat community you are living in out here, and right now 
the Middle East, the Far East, is getting its stuff from the United 
States, which Pakistan and all ought to be producing themselves, 
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and it is coming out of our taxpayers’ pockets,’ and 1 feel there is 
an obligation on those fellows. 

You take Japan out there, which is an industrial country and has 
got to have food and, my goodness, the relationship between the raw- 
materials production in Pakistan and the industrial production in 
Japan—there is a tremendous opportunity. 

Senator Gittetre. They want to build up their industrial pro- 
duction? 

Mr. Anprews. That is exactly right. 

Senator GREEN. Now, is not India giving up food-producing land, 
| think, just in order not to provide Pakistan 

Mr. Anprews. Well, I would not say that, Senator, in quite that 
way. I would say that the Indians have incre: ased their jute produc- 
tion, I mean, their jute acreage—what is it—500,000 acres or some- 
thing like that, and their cotton about a million acres, but, my good- 
ness, in the 600,000,000 acres of land 

Senator GREEN. Yes, but when they seid their appeals for help 
to reduce the amount, and having planted the wheat and produced 
jute, which they can get from Pakistan, it seems to me unreasonable. 

Mr. Anprews. Frankly, this whole Pakistan-India relationship 
does not make any sense as it stands now, there are no if’s and and’s 
about it. If you will permit me to switch to the India program, I 
am going to touch that and leave. 

Senator GREEN. Well, we will have to leave promptly, because in 
addition to our usual duties on the floor, we have to go over and hear 


the Queen. 


INDIAN PROGRAM A MULTIPLICATION OF THE ETAWAH PROJECT 


Mr. Anprews. The only thing I can say in the case of India, your 
Mr. Bowles told the story before this committee last year, there is 
no use in my telling this story again, and there the program in India 
is essentially a multiplication of the Etawah principle to as many as 
40 districts in the coming year. 

There is just one point I want to make here, and that, at least, is 
bragging a little bit, that we are not going right out and shoveling 
money out every time anybody wants it. 

In the original program of $50,000,000 for India this last year 
there was a project for $13,000,000 fertilizer factory. Indianeeds 
fertilizer, and we know that sort of thing. We sent, through the 
Department of Agriculture, Mr. Frank Parker, a real scientist on 
fertilizer, and he went to India and surveyed the whole situation, and 
sat down and talked to the Indians, and they decided themselves 
that we did not need to put the $13,000,000 up for the fertilizer fac- 
tory, that they would do it themselves. 

The only thing I am trying to say is that these people who are 
running point IV are not going out—there are a lot of people saying 
trying to get people to take mone y. We are cutting the corners. 

Senator Smira. Mr. Andrews, I have gotten two or three letters 
from Mr. Bowles, the Ambassador there, because I asked him to write 
me about this 4-year plan of India. Do you work in with that or 
what relation have you got with it? 

Mr. ANpDrews. Yes, sir. 
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Senator Smirn. He wants $250,000,000 for 4 years. That is 
billion dollars, and that looks to me pretty heavy. 

Mr. Anprews. Well, Mr. Bowles wants to do things in a big wa 

Senator Smirx. I know that. 

Mr. Anprews. He is a man trained in this multiplication. When 
he was in the advertising business, when you get a successful campaig: 
you just multiply it, but this Etawah principle is sound; it will work 
What he wants to do is to multiply the Etawah principle so that it 
will reach all of India and reach a hundred million people in about 4 
years. Now, it takes money to do that. The executive department 
has decided not to go all the way with Mr. Bowles; they decided to 
ask for $115,000,000. 

Senator Smrru. The plan you are discussing is the so-called Holmes 
approach? 

Mr. AnprReEws. Yes, sir. 

Senator Samira. We had Holmes here, and I was very much im- 
pressed with him. 

Mr. Anprews. Yes, sir; all it does is multiplying the Holmes 
approach. 

Senator Futsricut. He is not changing the character but only 
enlarging the same? 

Mr. Anprews. Yes, sir. 

The following additional statement was supplied for the record: 


a 


DEPARTMENT OF STATE, 
Washington, April 9, 1952 
Mr. Francis 0. WiLcox, 
Chief of Staff, Senate Foreign Relations Committee, 
Washington, D. C. 

My Dear Mr. Witcox: In the closing minutes of my testimony the other day 
before the Senate Foreign Relations Committee, I was asked the question whether 
the 1953 Indian point IV program was simply a multiplication of the Horac: 
Holmes Etawah project. My answer in the record was somewhat categorica 
in that I said that was true, or words to that effect. 

This is to advise you that I have changed the statement in the record to say 
that, broadly speaking, the 1953 India program is a multiplication of the Horace 
Holmes type of project, but there are elements of capital investment in some of the 
river-development projects which we will finance that go beyond a mere back 
stopping of the Horace Holmes type of project. 

If vou will, sir, | would appreciate vour bringing this little note to the attentio1 
of those members of the committee who were present at the hearing in the closing 
minutes the other day. Above all things, I would not want to leave an erroneous 
impression; and I believe, if the record stands as it does now, I would leave the 
impression that the 1953 program is totally a multiplication of the Horace Holmes 
project. 

In my opinion, the river-development programs referred to do support the over 
all food drive in India, but I would not be quite honest if I said they did not involve 
rather definite capital grants and did not involve things other than food produ 
tion, such as power development and the like. 

Thank vou. 

Sincerely yours, 
STANLEY ANDREWS, 
Special Consultant. 


Mr. Bincuam. Could I comment on your question? I think I car 
clarify it to explain that Mr. Bowles’ recommendations called for 
$125,000,000 of the kind of program that we are talking about here; 
that is, all in technicians and supporting supplies and equipment. 

He also asked for $125,000,000 in wheat and cotton to help meet 
their import problems and also to produce local currency. The 
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executive branch is not now asking for that second part of the program 
for the coming vear. 

Senator SmirxH. Is there a program now with the $125,000,000 

Mr. Brneuam. $115,000,000. 

Senator SmirxH (continuing). That corresponds to No. 1 of Mr. 
Bowles’ $125,000,000? 

Mr. Bincuam. That is right. 

Mr (NDREWS. The problem in India is to oe the matching’ funds 
there are no if’s and and’s about that—and the easy way to do it is 
counterpart funds where thev have given you some stuff. We have 
viven them some stuff to sell. The Indians are taking the counterpart 
funds from the Indian wheat loan and putting them in this program, 
and they are putting in local currency to supplement the $50,000,000 
we are contributing to the technical cooperation program. 

Senator Smirx. That means all we turn over to them are grants 
and not loans. 

Mr. Brneuam. That is correct, sir. We have taken into account 
in this program what the banks are prepared to lend them. We 
know approximately what they can expect from the lending institu- 
tions, and that is taken into account. 

| would like to mention also that Mr. Holmes is in charge of the 
agricultural part of the program, which is, by far, the larger part of 
the program. 

POOLS USED IN INDIA 


Mr. Anprews. Before I get off the stand, I would like you to look 
at those tools on there, on that table. The first is a hoe here, which 
is used hy about Hiv pereent of the farmers to plow their eround. 

Here is the famous Indian Desai plow. Here is the plow that is 
being introduced in the Holmes project, and the reason this plow 
must be introduced is that it takes this sort of plow to turn under 
cover crops, and turning under cover crops is the easiest way to make 
fertilizer. 

Senator (GREEN (re those the tools thes use to cig their ditehes? 

Mr. ANDREWS. Yes, si! This thine rivht here, Vou saw a picture 
of that fellow diggine. 

Senator GREEN. Yes. 

Senator Gitterre. What kind of traction would it take? 

Mr. Anprews. One laree bullock or two--this one here, two 
bullocks, and plow about 5! inches deep. 


HEARINGS PROCEDURE 


Senator Green. Now, Mr. Wood, I understand that Mr. Bingham 
and Mr. Andrews have to appear before the House tomorrow morning? 

Mr. Woop. The House has requested that thev do so. 

Senator Green. How much longer would their testimonv take here? 

Mr. ANprews. I am finished 

Mr. Woop. | would think not more than an hour, unless there were 
many questions. 

Senator GREEN. It would be very desirable for them to get through 
here todav. Could we reconvene at 2 o'clock? 

Mr. Woop. I would like to inquire as to whether you think there is 
a possibility of continuing on, let us say, for a while beyond 3 o'clock? 


96968 —52———45 
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It might be possible in that event to finish the testimony on Formos: 
Indochina, and the technical and economic assistance in southea 
Asia. 

Senator Smira. You mean this afternoon? 

Mr. Woop. It might be possible to finish the presentation of the: 
programs this afternoon if you could, perhaps, sit a little later. 

Senator Smiru. I would like to try it if we can. 

Senator GREEN. Senator Connally spoke to me and asked if w. 
could not possibly get through. 

Mr. Woop. We will then hear Mr. Cleveland and General Olmste«! 
after Mr. Bingham is finished this afternoon. 

Senator GREEN. I cannot guarantee you a quorum. 

Mr. Woop. We have a problem in that the committee wants to 
finish Mr. Gardiner’s testimony on Palestine. 

Senator Smirx. I would like to hear his program. I would like to 
have him begin it. 

Mr. Woop. We will be back with all our witnesses at 2 o’clock, then 


ARAB REFUGEES AND ISRAEL PROGRAMS 


Senator GREEN. Before we adjourn, we will insert in the record at 
this point the statements by Mr. Gardiner of the Palestine refugee 
program and the program for Israel. 

(The statements by Mr. Gardiner on the Palestine refugee program 
and the program for Israel are as follow:) 


THE PROGRAM FOR ISRAEL, FISCAL YEAR 1953 


Statement by Arthur Z. Gardiner, economic operations adviser, Bureau of Near 
Eastern, South Asian, and African Affairs, Department of State 


SUMMARY 


The promotion of Israel’s political and economic stability and its eventual 
integration into the Near East area on a sound basis are among the primary 
objectives of United States foreign policy in the Near East. To carry out this 
policy, we have consistently sought, both within and outside the framework of 
the United Nations, to encourage peaceful settlements between Israel and its 
neighbors, to stimulate economic development and thus to create conditions favor- 
able to the viability and effective defense of the region. 

Israel is passing through severe financial difficulties as a result of the inadequacy 
of its present agricultural and industrial resources to support its growing popula 
tion. Its foreign-exchange reserves have been exhausted, and it is living from 
day to day on its receipts and short-term borrowings from abroad. Prices are 
soaring, and Israel’s industry is crippled by the inability of its Government to 
supply foreign currency for the purchase of raw materials for processing. 

In an effort to solve these difficulties, the Israel Government has adopted an 
austerity program which, in reducing expenditures for consumers’ goods to an 
absolute minimum, has severely lowered the nation’s standard of living. The per 
capita meat ration, for example, is only about one-third that of the United King- 
dom. Israel’s income-tax rates, which are among the highest in the world, hav: 
also been designed to reduce consumption. Vigorous steps have been taken to rais 
funds abroad, and substantial foreign assistance, mostly from the United States 
has been obtained in the form of loans, private contributions, and Government! 
grants. In spite of these measures, however, Israel’s financial position has con 
tinued to deteriorate. 

To meet these problems, it is proposed that a total of $79 million in economi 
assistance be provided to Israel under the Mutual Security Program, of whic! 
$3 million is intended for technical aid and $76 million is for emergency economic 
assistance to help resettle refugees by finding them homes and making then 
productive members of society. The technical-aid features of the assistance are 
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intended to provide sorely needed help to Israel in its efforts to develop the 
modern techniques necessary to place into effect the large investment programs 
which are required to make Israel’s population fully productive. But technical 
aid alone, while important to balanced long-term development, cannot cope with 
the present financial emergency. Despite intensive efforts to raise the funds to 
carry out the minimum investment program required to resettle its refugees, 
Israel has been unable to find sufficient financial resources to maintain its popu- 
lation, even at austerity levels, while developing a self-sustaining economy. The 
emergency assistance program will help to bring this gap. The two programs, each 
designed to meet a specific problem, are discussed in turn below. 


THE TECHNICAL COOPERATION PROGRAM 
THE PROBLEM 


Israel’s need to provide a means of livelihood for its expanding population on a 
self-supporting basis is the fundamental problem to be attacked in the proposed 
technical assistance program. Israel has development potentialities, but its 
present economic capabilities are far from adequate to maintain its present 
population without outside help. Despite the rapid strides made in recent years 
in the expansion of agriculture and industry, the rate of progress has been insuffi- 
cient to keep pace with the country’s requirements, and expansion has been 
plagued by low efficiency and a reliance upon outmoded productive techniques. 
The technical assistance program has been designed to meet basic problems by 
building up knowledge and skills and it will also assist in making the best use of 
the proposed emergency economic aid. 


PREVIOUS PROGRAMS 


United States technical assistance to Israel was begun in fiscal year 1951 with 
the signing of a point IV agreement. Under this agreement about $96,000 was 
expended on projects designed to meet a few of Israel’s most pressing problems. 
This program was too small to meet more than a limited need, and therefore the 
program for the fiscal year 1952 was increased to about $1.4 million and is being 
carried out in association with the emergency aid program for 1952 amounting to 
$63.5 million. The technical assistance program takes into consideration the 
technical aid received by Israel from the United Nations and various private 
carried out in association with the emergency aid program for 1952 amounting to 
$63.5 million. The technical assistance program takes into consideration the 
technical aid received by Israel from the United Nations and various private 
sources, and concentrates on providing help in fields where other organizations 
either have not been in a position to offer assistance or where they have clearly 
fallen short of the nation’s minimum needs. The work for the current year is 
centered in the fields of agriculture, finance, transport, health, and fisheries. The 
country director and assistants are now in Tel Aviv, and a sizable technical staff 
will be functioning in Israel by the end of this fiscal vear, 


THE PROPOSED TECHNICAL COOPERATION PROGRAM FOR 1953 


The proposed $3 million program of technical assistance for the fiscal vear 1953 
places an emphasis on increasing food and industrial production in order to meet 
the problem of absorbing the immigrant and refugee population inte the economy 
of the country. In administering the program, the present joint fund will be 
continued under the control of representatives of the two governments. The 
TCA program director, acting as co-director of the joint fund, will suy ervise the 
projects for which the United States and Israel contribute and will thus insure that 
they are coordinated with the general Israel development program and the 
emergency aid program. 

The following brief description covers each of the fields in which it is expected 
to furnish technical aid. Estimate of the costs in each category, together with a 
breakdown of the corresponding number of United States technicians and Israeli 
trainees, is attached for illustrative purposes. 

|. Agriculture, forestry and fisheries.—-Because of irregular and inadequate rain- 
fall, irrigation occupies a key role in Israel’s agricultural.program, and United 
States experience in irrigation farming, animal husbandry and agricultural methods 

an be shared with important benefit. Both sea and pond fishing provide edible 


proteins at a relatively low cost and are capable of large-scale expansion if the 





MUTUAL SECURITY ACT OF 1952 


proper techniques are employed. It is accordingly proposed to send experts i) 
agriculture, livestock breeding, fishery management and fish-processing to Isra 
and at the same time to train selected Israelis in these skills in the United Stat 

2. Health and sanitation.—Large-scale immigration from primitive orienta 
areas, where a number of serious infectious diseases are endemic, makes aid i) 
health and sanitation important as a basic requirement for the economic and socia| 
integration of the new population. Visiting teams of United States doctors t 
demonstrate new methods of medical treatment are planned for inclusion amor 
the experts in view of the fact that Israel’s doctors, although numerous, have had 
little opportunity to keep up with the advances in medicine during the past 20 
years. It is also proposed to supply antibiotics and other supplies for the experts 
to work with and for distribution as demonstration material. 

3. oe resources, pl ublic works and transport, Transportation is A serio 
bottleneck in Israel, and a large capital investment will be required before it wi 
be shaaiaie for the nation’s needs. Even without an expansion in physica 
facilities, however, it is believed that congestion could be relieved by a rationali 
zation of existing services, improvements in maintenance methods and veg use of 
better dispatching te chnique s. Israel needs expert engineering assistance in pri 
paring plans for the expansion of Haifa Harbor and in connection with ros dl col 
struction. Engineers are also required to train Israelis in power operations. 

1. Industry, housing.—Production experts are needed to demonstrate housi: 
construction techniques, to develop assembly-line methods adaptable to Israel’ 
industry and labor, and to build pilot plants which can test the practicability 
new industries. Technical assistance of this type is of particular interest to tl 
moderate-sized private entrepreneur, who may be willing to invest in a new 
industry but who often cannot afford to engage in the basic research required. A 
Cc ity p vlan ining r proje ct is propose d which will he ‘Ip relieve congestion in urbs an areas 
Technicians needed to insure the proper installation and utilization of equipm« 
to be provided under a emergency aid program are also included here. 

5. Public administration and other government services.—Public administrat i 
experts and mapcltiotn in the fields of tax collection, bank supervision, and general 
administrative management are required to increase the efficiency of a gover 
mental system which has expanded on a largely ad hoc basis. 

6. Joint economic surve /8, program d rection, The sums reque sted under this 
category cover the expenses of the TCA Mission, including the services of te: 
porary specialists, the members of the staff, and the supervisory techniciat 


THe EMERGENCY Alp PROGRAM 
THE PROBLEM 


Despite intensive campaign to raise funds abroad and a strict austerity regimen, 
Israel has been unable to raise sufficient foreign exchange to meet its peopl 
current needs while carrying out a capital investment program. Over 100,000 
Jewish refugees are living in Israel in tents or crude huts which fall far short 

adequate protection. These refugees, together with many others 
inimum housing has been provided but who are largely emploved 
ojects that make little impact on Israel’s immediate productive nes 
must be integrated into the economy if Israel is to become viable. Socially 
politically as well as economically, these immigrants justify special atter 
they have tended to become focal points of dissatisfaction and unrest as 
5 sae have worsen d 
mployment, as such, has not been a major problem up to the preser 
has experienced considerable difficulty in placing the neweomers in wor! 
‘h will contribute directly to the economy as a whole and serve to lower 
upon imports. The ability to find productive employment for imi 
been limited bv the speed with which capital resources factori¢ s, line 
of transportation, and agricultural land—can be expended. Although great strid 
have been made, the progress has not been sufficient to keep pace etn the gro 
of population. 

The problem with which this bp sion is concerned resolves itself into 
aspe ets: (1) Immediate relief for the refugees now in Israel through the provisio 
of basic food, clothing, and other essentials. This relief will be supplied partl 
the form of foodstuffs and fodder for livestock, and partly in the form of mater 
for clothing. 2) The resettlement of the refugees through (a) the construct 
of housing and farm buildings and the importation of seed, fertilizers, insecticid 
farm machin ery, livestock, and other necessities, including medical facilities ar 
fuel pplies, and (b) assistance in expanding and increasing the efficiency 
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rts j industrial and agricultural facilities, power production, and transport Only 
Israc through over-all economic development can Israel create a place within its ow! 
tat borders for its augmented population. 

‘ienta Although designed to meet a problem unique to Israel. aid proposed in this 
aid ir program would be comparable to the assistance which the United States provided 
socia to Europe under the Economie Cooperation Act All three aspects of the basic 
ors ti problem can be met through emergency assistance, limited to a time period, and 


Mol made contingent upon satisfactory understandings between t] ted States 
e ha Government, on the one hand, and the Israel Government, ¢ j 
ast 20) intended that the aid mission, in its continuing analyses of Is1 
xperts financial situation, will seek a target date when this resettlen 
completed. 
PREVIO 


For the fiseal vear 1952, Israel was allocated a total of $64,950,000 in econom 
and technical aid. Section 205 of the act authorized tl f a maximum of 
$50,000,000 for refu 
was allotted for general economie and technical as anc A summary breal 


gee and re settiement rol ts, | the ¢ litional S14.950.000 


1 4 


down ol! projects being financed under the Mutual rit Act tf 1Yol fe \ 


From funds 
Power Li 
Irrigation 
Industry 
Transportation 
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been made available for the purech: I ly ( 


agreement preliminary to releastt rem g $24,270,000 
Negotiations covering the $14,950,000 at 


THE PROPOSED EME! 


Despite the assistance made available uw 
Israel will have a substantial problem to face 
of a considerable magnitude The g 
same: that of continuing the 
enabling the nation to Maintain aus 
With eeor omic development wi icl 
its own Wav through the efforts of a 

It is difficult to measure the mag 
The inport requirements to provide 
and permit a reasonable expansi 
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probable exports. Estimates of Israel’s receipts from private sources of finance 
bond sales and contributions—are much more difficult to anticipate. The b 
available information indicates, however, that the maximum Israel can ex) 
to raise from such sources will fall short of her import requirements by so: 
$75 to $80 million. It is proposed, therefore, that $76 million be authori 
for economic aid in addition to the $3 million requested for technical assistan. 
A tabulation of the projects to be financed by the proposed emergency 
program is provided below. The amounts given for each item represent | 
best estimates presently available for the commodity or facility named. 1 
individual figures given, however, are subject to modification, as the pattern 
Israel’s requirements may change during the coming months. 


Tabulation of emergency aid to Israel, fiscal 1953 


Relief for refugees: 

1. Basic food requirements- - - 

2. Fodders é ; : 

3. Raw materials for clothing and footwear 
4. Fuel. 


Resettlement of refugees: 
A. Homes and communities: 

1. Housing 3 ae 

2. Seed, fertilizer, etc_ as 
Farm buildings 
Farm machinery, tools, spares- 
Livestock ‘ 
Medical facilities 


B. Development programs for employment: 
a Transport 
2. Power 
3. Irrigation 


$1. Industry 
5. Fishing 


Total emergency aid_______ 


There follows a description of these items: 


RELIEF FOR REFUGEES 


1. Basic food requirements.—The proposed emergency aid program is intend 
to provide about 99,000 tons of wheat and wheat flour at a cost of approximat: 
$10 million. In addition, $5 million of other basic foods such as sugar, meat, 
milk and egg powder, and beans, are to be supplied. 

2. Fodders.—Israel is attempting to achieve self-sufficiency in the output 
dairy and poultry products. As in the case of foodstuffs, it will be necessary 
import corn, milo, beans, oileake, meat meal, fish meal, and other feeding stulfs 
until such time as the expanded irrigation system will permit increased fodder 
production. Substantial aid has also been programmed, therefore, for t! 
purpose. 

3. Raw materials for clothing and footwear.—In August 1950, Israel was cor 
pelled to introduce the rationing of clothing and footwear in addition to fo 
rationing. While the textile and leather industry in Israel is well developed a 
can supply much of the domestic demand, the basic raw materials must 
imported from abroad. Livestock production has not yet reached the point 
where there is a significant supply of domestic hides, nor are the domestic tan- 
neries yet capable of producing all grades of leather. Neither wool nor cotto! 
is in domestic supply. 

The lack of foreign exchange has resulted in periodic shortages of raw materials, 
and factories are frequently faced with interruptions in their production. TT! 
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has been particularly serious in view of the fact that many refugees brought with 
them only the clothing they were wearing, thus increasing the nation’s require- 
ments to well beyond the minimum for a settled population. Israel must import 
about $20 million per annum of cotton, wool, and other fibers for the manufacture 
of apparel, and it is proposed to supply $6 million of this amount under the emer- 
veney program. 

1. Fuel.—lIsrael’s economy today is wholly dependent on imports of fuel, almost 
Ul of it in the form of petroleum products, for its power and heating requirements. 
fhe dependence of Israel upon motor transportation adds to its petroleum needs 
and accounts for over 35 percent of the annual foreign exchange cost for all 
petroleum imports. 

The hauling of the materials and equipment necessary for Israel’s resettlement 
program, as well as the movement of the refugees and population in general, are 
vholly dependent upon fuel imports. Power generation utilizes more than half of 
Israel’s total fuel oil consumption, as the present power system is necessarily 
oil-fired steam power. ‘The newly arrived refugees are largely dependent upon 
kerosene cookers and stoves and fuel oil for their family needs. Dollar exchange 
to the extent of almost $13 million was required for petroleum and petroleum 
products during fiscal year 1952, in addition to heavy expenditures for oil from 
ondollar sources, and substantial assistance under the emergency program will 
be required to meet Israel needs for the fiscal year 1953. 


RESETTLEMENT OF REFUGEES 


1. Homes and communities 


1. Housing—The housing sbortage in Israel has grown progressively worse 
since the establishment of the state. By September 1951, the country was faced 
vith a shortage of at least 157,000 dwelling rooms. Consequently, over 100,000 
immigrants are now living in tents and crude huts, and an equal number are in 
barracks, tin shanties, and other temporary dwellings. 

Permanent housing for refugees consists of an expansible one-room unit of 

reinforced concrete or concrete blocks costing about $2,100 per unit. These are 
being built at the rate of about 40,000 units per vear, and it is proposed to offer 
issistance in meeting the foreign exchange costs to permit a higher rate of con- 
truction and thus to speed the settlement of the present refugee population. 
2. Seeds, fertilizers, and plant protection products.—Israel| is developing its own 
fertilizer production and seed growing, and plans to produce some insecticides 
and fungicides. In fertilizer production a large new manufacturing plant is being 
established with a total investment of approximately $12 million, and about 
$8 million is being expended in renewing potash production. This is expected to 
result in sufficient domestic production of all fertilizers by the end of 1953. In the 
nterim, Israel must import annually about $6 million in fertilizer materials, in 
addition to $3 million in seeds and $1 million in plant protection products. The 
proposed program would provide about qne-third of the foreign exchange necessary 
for these imports. 

3. Farm building and food storage.—About $6.5 million has been provided for 
materials for farm buildings and food storage under the Export-Import Bank 
agricultural credits. The proposed emergency aid program will provide an addi- 
tional $3 million to continue this essential aspect of the agricultural development 
program. 

Food storage in Israel is especially important as there are short seasonal peaks 

in which the supply of vegetables, fruits, ete., is superabundant, followed by pe- 
Bsary ¢ riods of comparative scarcity. Relatively high temperatures combined with the 
es Svuns lack of adequate household refrigeration result in the loss of much domestically 
| fodder supplied foodstuffs. If adequate cold-storage facilities can be provided, domestic 
agricultural output can be utilized over a longer period of time. This will result 
both in foreign exchange savings and in extending the consumption season for 
fresh foods with substantial benefits to the Israel diet. 

1. Farm tocls and machinery spare parts.—The rapid extension of irrigation and 
liversified farming necessitate continued heavy imports of agricultural machinery, 
tools, spare parts, and materials for making tools. Assistance in purchasing 
these products is accordingly proposed, with the emphasis on means to repair and 
naintain existing equipment in view of the current difficulties in obtaining 
leliveries of new equipment. 

- 5. Livestock.—The number of dairy cattle in Israel is being increased by several 
ateria he thousand heads per annum through importation and domestic breeding, and the 
1. This poultry flock is expected to be increased as the supply of fodder permits. It is 


ntende 
‘imate 
r meat 


itput 


for t! 


as Col 
to fo 
ped ar 
nust 

ie point 
stic tan- 
r cotto! 





706 MUTUAL SECURITY ACT OF 1952 


basic to the resettlement program that increases must be made in the stock 
dairy and draft animals and poultry to match the increasé in population; em 
gency aid for additional purchases is therefore essential. 

6. Medical facilities.—The inadequate diet, the expanding population and t! 
large number of sick and aged immigrants have burdened existing health a 
hospital facilities to a degree where they are not able to operate efficiently. Tt 
morale and productivity of the entire population can be undermined if medi 
facilities are not maintained and expanded in relation to the needs of the popul 
tion. Provision has accordingly been made elsewhere for technical assistance 
health and sanitation, and it is proposed to finance a certain amount of medi 
supplies and equipment, including materials for the construction of additio 
hospital facilities, in the emergency aid program 


B. Dev opment program for employment 


l. Transport.—Israel has recognized the need to expand all of its basic trar 
portation facilitic s, and both the Government and the major transport cooper! 
tives have taken important steps in this direction The gross investment 


transportation and communications during the calendar vear 1950 totaled £1 14 


i 


i 
million ($40 million), but the needs of the country grew so rapidly that the over-a 


situation was, if anything, more difficult at the close of the vear than it had be¢ 
previous! 

Highway motor transportation is the most important means of moving fre 
and passengers within Israel. The road system has expanded by about on 
since 1049, while the number of motor vehicles has more thar do ibled | 
expansion he > reat that many temporary expedients have been adopt 
which are now resulti 1 high maintenance costs Port development, despit 
serious overcrowding, has not progressed rapidly because of the large amounts o 
foreign exchange involved. The emergency program seeks to facilitate highw 
and port construction, provide spare parts and maintenance facilities for exist 
equipment, and permit the acquisition of some new vel 

2. Power.—Facilities for the production of electric power are basic to all pha 
of Israel’s resettlement program. ast 2 vears peak-load demar 
exceeded generating capacity in spite of drastic ver use restrictions 
of power in 1951 resulted in an estimated loss it ine ares Pas much 
cent of the irrigation waters that might otherwise have been utilize 


critical power situation can be traced a substantial 
vegetable production, the failures in urban power supply, at ‘denial of 
to most Immigrant settlements 

The annual consumption of electricity has doubled : » 1949, and it is 
bv 1953 l must pe neret: é further bv peres rit ver YS] levels 
consumption per capita ‘heduled to ‘main relatively” stable, 
nereases in supply are to be channeled to industry and irrigation. ° 
provides for two condensing steam turbine generator sets hay 
capacity of 20,000 kilowatts, and includes power transformers, 
accessories 

3. Lrrigation. vy expanding agriculture, [srael will b 
the food necessary t feed its owh people, rather than contn 
on food imports, and thus will be able to create useful emplo. ment on the la 
for many of it fugees. Agricultural output for local consumption has be: 
expanded by about ‘reent during the 3 vears since the establishment of 
state, and new immigrants are strongly encouraged to resettle on the land [sre 
irrigation program. 1s designed to proy ide approximatels 380 million cubic met 
of water by the spring of 1953. This water is to irrigate some 135,000 acres 
land at a cost of £120.7 million (S58 million), and will more than double the irri- 
gated area of Israel. Israel has also programed an investment outlay in 1951 
equivalent to approximately $84 million for the expansion of diversified farm 

In the emergency aid program it is proposed to assist Israel in expanding 
irrigation facilities by providing funds for some of the pipe, and the drilling a 
pipe-laving equipment. 

1, Industry An expansion of Israel's industrial potential is necessary to sup] 
emplovment opportunities which will enable the Israeli worker to become st 
supporting in terms of international trade. The great bulk of financing 
manufacturing investment must come from private capital, and it has been 
mated that about $150 million was invested in the 3 vears 1949-51 from domest 
and foreign resources. 

The majority of the immigrants arrivil yg earlier Vears came from } urop 
and thev brought with them a varietv of industrial and technical skills Nas 
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Technical cooperation program and emergency aid, Israel, fiscal year 1953, summa 
of projects by major fields of activity and type of cost 


(Thousands of dollars] 


Technical cooperation program 
Emer- Gen 

/ gency tot 
States Trainees Total | aid: Sup-} y7,;,. 
technicians Supplies,| cost plies, Stat 
equip- equip- eo 
ment | ment — 


Field of activity 


. Agriculture, forestry, and fisheries _ _| | 96 : 24, 000 
. Health and sanitation , id | § ‘ 1, 000 
3. Natural resources, public works, | 

and transportation 96 § 5, 000 
. Education. -- ; eae oo ae 
. Industry, handicraft, and housing __| ) 3! 22% 16, 000 
. Public administration and govern- | 

ment services. | 
. Joint Economic Committee and 

surveys progress direction - 
. Maintaining essential supplies -- 


Total 


THE PALESTINE REFUGEE PROGRAM, 
FISCAL YEAR 1953 


Statement by Arthur Z. Gardiner, economic operations adviser, Bureau 
Eastern, South Asian, and African Affairs, Department of State 


BACKGROUND 


The Congress has considered the case of the Arab refugees from Palestine o 
previous occasions, and the background of the problem is therefore well know 
to this committee. However, it may be well to recall a few high points. 

As a result of the conflict between Jews and Arabs in Palestine, which reach« 
its culmination in 1948 following the withdrawal of the United Kingdom a 
mandatory power, hundreds of thousands of the Arab residents of Palesti: 
moved in Waves across the frontiers of neighboring countries and into the Aral 
held part of Palestine. The reasons for the flight of these unfortunate peop 
are still points of bitter dispute between the contending parties. The fact 1 
mains, that a million Jewish people have entered Palestine since 1947, and that 
nearly a million Arabs have left their former homes in Palestine, and that virtual 
none of the Arabs have been compensated for their property. Homeless, stat: 
less, and generally idle, these Arab refugees represent a grave threat to peat 
and stability in the Near East. 


PRESENT STATUS 


Whatever the reasons for their departure from Palestine, the refugees are 1 
permitted by the Israeli Government to return to their old homes in anv signif 
cant number. These refugees are principally country people, farmers and she} 
herds, at least two-thirds of the families having made their living in such pur 
suits. The rest, representing townspeople, are constituted of a small professiona 
class, merchants, small landowners, artisans, and small shopkeepers. In additior 
there Was in the large towns a fairly large floating population of unskilled laborer 

At the peak of the relief program in 1949, no less than 1,019,000 people wer 
receiving rations from United Nation sources. Today, the numbers on relief i 
the Arab states have been reduced to 850,000. The countries giving refuge t 
the bulk of the refugees—Svria (83,000), Jordan (467,000), and Lebanon (107,000 
—are small and lack the resources which are necessary to sustain such number 
of homeless and jobless peopvle. Furthermore, being all recently established as 
independent nations, they lack the administrative skills which otherwise might 
be brought to bear on problems of relief and resettlement. 
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In+he Gaza region, presentl¥ under control of Egypt, where a small strip ot 
coastal territory and its hinterland—now in Israel— supported 75,000 people 
during days of the Palestine mandate, the addition of 200,000 refugees has created 
a situation which likewise requires massive assistance from abroad. Little change 
has yet occurred in the numbers or status of these refugees at Gaza. 


CONTINUING UNITED STATES INTERESTS 


The relief and resettlement of the Palestinian refugee is of even more importance 
to the security of the United States today than it has been in past years. There 
are numerous reasons for this: 

First, the Anglo-Egyptian dispute over the defense of the Suez Canal, the future 
status of the Sudan and the recent riots in Cairo have upset the stability of the 
entire Near East area at a most crucial moment in our efforts to build up the secur- 
ity of the area. Every other situation contributing to the instability of the area, 
of which the Palestine refugee problem is one of the most serious, endangers the 
peace of the free world. 

Second, no real security can be obtained in the Near East until a lasting peace 
is obtained between Israelis and Arabs. The refugee problem is the principal 
obstacle to this peace. 

Third, Communist propaganda continues to exploit the plight of the refugees. 

Feurth, the presence of the refugees serves as a constant reminder to the Arab 
world of what is considered anti-Arab intervention of the west in the Palestine 
case. The refugee is therefore a symbol about whom all dissidents can rally. 

Action taken by Congress in prior years has safeguarded our national interests 
by avoiding the complete catastrophe which famine, disease, and unrest among 
the refugees would have brought about. Authorization in the Mutual Security 
Act of 1951 of the contribution to the United Nations fund of $50 million assisted 
in a successful outcome of the debate on Palestine in the General Assembly of the 
United Nations, which augurs well for the future of the program. While few 
resettlement funds have been committed to date, actually the Agency has had 
little time since appropriations became available late in October 1951 to come to 
grips with its problems in the field. As the case was last vear, it is the intention 
of the executive branch that funds will not be contributed to the United Nations 
unless a genuine contribution is made toward solving the refugee problem, 


RELIEF 


Relief for this refugee population, located in these areas on the borders of 
Israel, has taken the form of foodstuffs, the most economical shelter available, and 
an effective medical program guided by the World Health Organization. The 
United States has contributed slightly less than 60 percent of this amount. 
Rations for adults have consisted of 10 kilos per month of flour, and marginal 
quantities of sugar, rice, pulses, fats, and oils. The daily caloric content has 
been approximately 1,600 in the summer and 1,700 in the winter. Fortunately 
for the refugees, deficiencies in the diet have been rectified in some cases by 
vegetables that the refugees manage to grow themselves, by the expenditure of 
what small earnings the refugees can make, and by exchanging parts of their 
standard rations for other produce. 

As far as shelter is concerned, approximately one-third of these refugees live in 
camps of varying size from a few hundred persons to over 20,000. The camp 
dwellers generally are sheltered in tents, although occasionally barracks or other 
buildings are available. There is now a tendency, which the United Nations 
Relief and Works Agency encourages, for the refugees to build small structures 
for themselves, generallv of local material, as a substitute for tents, tents being 
extremely difficult to obtain on the world markets. Refugees living in these 
camps have the benefit of organized health and educational services, perhaps a 
partial compensation for most inadequate housing. Refugees who have found 
shelter elsewhere, principally in the larger towns, are able at times to secure 
work. The scanty rations provide them with the barest margin of security. 

Relief operations costing today less than $3 per person per month, are, we 
believe, being conducted along sound and economical lines. We cannot, however, 
contemplate an indefinite continuation of a relief program. Humanitarian con- 
siderations and considerations of our national interest require us to seek, along 
with our colleagues in the United Nations, a solution which will enable the 
Palestinian to become once more a self-supporting citizen. He was, formerly, 
among the most progressive and best educated of the Arab peasantry. 
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THE PROGRAM FOR HOMES AND JOBS 


United Nations operations are conducted through the United Nations Relic‘ 
and Works Ageney for Palestine Refugees in the Near East (UNRWA), an ager 
responsible directly to the General Assembly, whose operations are conducted | 
a Director and an Advisory Commission on which the United States, the Unit 
Kingdom, France, and Turkey are represented 

The General Assembly, at its sixth session, recently considered and approve: 
by a unanimous vote, the Soviet bloc abstaining, a program of UNRWA whi 
seeks a solution of the problem of the refugee within a 3-vear period which bega 
July 1, 1951, and will end June 30, 1954. The program is estimated to cost $250 
million, of which $200 million is for settlement and $50 million for relief. 

Settlement costs, involving estimated expenditures of $50 per capita for indi 
vidual placement and training, and higher expenses for urban housing and sma 
urban enterprises, rise to $3,500 per family for development of agricultural set 
ilements on irrigated land. These are tabulated as follows in the current report 


of the Ageney 


Placement in a job 


Training for such positions as motor mechanic, laboratory tech- 


nician, teacher, et« 100-350 
stablishment in gainful industrial and agricultural enterprises 150-2, 500 
Construction of housing units, both urban and rural 550-2, 000 


Development of agricultural schemes on rain-fed land or land partly 

rain-fed and partly irrigated 850-1, 500 
Development of agricultural schemes on mainly irrigated land 2, 000-3, 500 

The over-all plan of the Ageney calls for the reintegration of 150,000 refugee 
families into the Near East economy. Some 90,000 of these families are of rural 
background and might be resettled on the land at an estimated cost of $1,900 per 
family The remaining 60,000 families made their living in urban and village 
‘ommunities in Palestine where the wage-earning members were skilled and semi- 
skilled workers and artisans; the training and placement services will be used to 
help these people to work opportunities as they arise, as the general economic 
development of the Near East gains momentum. This aspect of the program 
will cost on the average about $500 per family. 

If circumstances permit, commitments under this reintegration program mig 
reach $50 million for the first vear ending June 30, 1952, $100 million the secor 
vear, and $50 million the third vear. If so, the United Nations Relief and Works 
Agency has estimated that relief expenditures might be cut from $27 million in 
fiscal vear 1952 to $18 million in fiseal vear 1953 and to $5 million in fiscal year 
1954. Such reduction in relief presupposes that reintegration projects and other 
expanding enterprises in the Arab states will provide continuing employment for 


hh? 
| 


many thousands now destitute. 
This is an ambitious plan, What are the physical and political setti for 
» 


its success: 


THE SETTING 


r the conclusions of the Feonomie Survey Mission of the United Nations, 
vestigated the area with special reference to the Arab refugee problem it 
1949, was the following (final) report of the United Nations Economie Survey 
Mission for the Middle Kast. Pt. I, p. 16, item 7 
‘The inability of the refugees rapidly to find for themselves gainful employment 
in the Arab countries is but a symptom of the need for development of the unused 
resources of the Near East, where lack of available capital is responsible for 
much idle manpower. This is a task for the Near East governments to do in their 
own way, and in due course, with the help of competent counsel and substantial 
financial credits.”’ 
It continues to be true that the countries of the Near East shelterir vy the 
refugees are faced with problems of unemployment and underemployment 
their own citizens. The economies of these nations are stagnant and 


among 


deteriorating. While a few among the upper classes are conspicuously wealthy, 
the resources available do not afford for local accumulation of substantial real 
savings There is a vicious cirele of poverty, frustration, and misery which 
cannot provide the atmosphere or the setting receptive to substantial numbers 
of immigrants from another area, allied though these prospective immigrants 
may be in culture, religion, and language. Solution of the Arab refugee problem 


through resettlement will only be possible, then, if there is a genuine economic 
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for the current fiscal year to the effect that the total contribution of the United 
States should not exceed 70 percent of the total contributions of other gover 
ments. Since the inception of the program, 43 countries have contributed eit! 
cash, supplies, or services. We are continuing our efforts, both through dip! 
matic and United Nations channels to obtain the widest and most generous 
possible support. 

Payments made on our contributions are subject to certain other conditio: 
namely, that we will pay only a proportionate share of the relief costs of t 
agency and that we will make payments on the reintegration program only as 
firm plans for resettlement are proposed by the agency and accepted by the 
countries concerned. Such resettlement plans must hold expectations of corre- 
sponding reductions in the relief rolls of the agency. 

Jordan.—Jordan has accepted the principle of refugee resettlement almost 
from the onset of the refugee problem. Refugees in that country can becony 
Jordan nationals without difficulty and obtain work permits. The Agency 
moving forward with a number of projects including agricultural resettlement, 
and assistance through loans and grants to artisans and petty tradesmen to get 
a fresh start in life. In Jordan, however, the United Nations is faced with t! 
extreme paucity of natural resources in the country. Estimates vary as to t 
number of the refugees for whom homes and jobs can ultimately be found 
Jordan ranging from a pessimistic 50,000 to a hopeful 200,000. 

Jraqg.—In the fulness of time, Iraq might have room for tens of thousands, of 
refugees with her large resources of land, and the water from the great Tigris- 
Euphrates River system. At present, however, at least half of Iraq’s prese: 
population live under most wretched conditions, and something must be done 
about their status before Iraqi leaders can consider large-scale agricultura 
resettlement plans for ex-Palestinians. Iraq has just launched a 5-year develop 
ment plan involving over half a billion dollars. Iraq will finance this develo; 
ment from loans and from her own earnings of oil royalties. We are assisting 
her in the swift execution of this program through the provision of sorely need: 
technicians. Once action starts on the Iraq development program, we confident 
expect calls for skilled and semiskilled labor from among the Palestine refugees 
these the United Nations Relief and Works Agency can help meet through trai: 
ing and placement programs. It should be mentioned that Iraq has supported 
some 5,000 ex-Palestinians completely at her own expense ever since 1949 and 
presently reintegrating them into the Iraq economy. 

Syria.—Syria is another key to the solution of the Palestine refugee problen 
In that country we find large areas of unused arable land, in underpopylated area: 
In addition to the 80,000 presently.in the country, many thousand more refuges 
could be settled in Syria. It is in Syria, however, that we tace the most difficult 
political problems. First of all, there has been extreme instability in Syria’s 
Government—four coups d’etat in 4 years. This has not provided a favorab| 
atmosphere for the Agency’s negotiations. In an unstable situation public opinio: 
has been at the mercy of ultra-nationalistic and zenophobic agitators.  Larg: 
numbers of Syrians are convinced that implementation of the 3-year program i: 
their country would constitute an admission of Israel’s defeat of the Aral 
There is also a tendency for Syrians to hesitate about cooperating in liquidating a 
problem which they feel is Israel’s responsibility. There are, however, elements 
in Syria who support the United Nations program and Syria has not hesitated 1 
join with her sister Arab states in supporting the plan in principle. The Ager 
is patiently continuing the negotiations with the Syrian Government and ther 
are recent indications that they may have a successful qutcome. 

So much for the governments involved. What is the attitude of the refuge: 
themselves? The refugees have now been on a dole for almost 4 years. |! 
the absence of any clear alternatives, a great many of them continue to insist 01 
their repatriation to Israel and on their unwillingness to accept resettlement! 
elsewhere. 

They cling to their rights of repatriation or compensation as set forth in a 
United Nations General Assembly resolution of 1948, and show some hesitatio 
at accepting resettlement, thinking that such action might somehow compromi 
these rights. The United Nations General Assembly resolution of 1952 setti! 
forth the 3-year program clearly protects these rights. Israel has declared publi: 
her willingness to negotiate the question of compensation for lands abandor 
by the Arabs who fled the country, but Israel’s desperate economic positi: 
militates against her ability to pay this compensation in time to finance the need 
early solution to the refugee problem. 
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A firm financial base which the passage of the proposed legislation will assure 
is a prerequisite to successful negotiations with the Arab governments and peoples 
looking to firm resettlement plans. The Arab League and the Arab delegations 
to the United Nations are on record as favoring the proposals of the Agency. It 
remains to find specific projects that will be agreeable to these countries, to the 
refugees, and to the United States. 


COURSES OF ACTION 


With all the evidence sifted, there are three possible courses of action. The 
first would be to abandon the program, and leave the refugees to their fate. This 
we reject as contrary to all our humanitarian instincts, and as prejudicial to our 
ecurity interests in a most important sector of the world. 

The second possible course would be to continue relief indefinitely, making no 
plans for self-support of the refugee population. Tnis we reject as costly, waste- 
‘ul, and risky to our security. 

The third course is to follow the recommendations of the United Nations Relief 
and Works Agency for Palestine Refugees in the Near East and the reeommenda- 
tions.of the General Assembly, and mak » available a share of the substantial funds 
proposed to provide the resources needed to find new homes and work opportuni- 
ties for the refugees. Unless this is done, peace cannot be achieved in the Near 
Hast. 

Marcu 1952, 


Senator GREEN. We will reconvene at 2 o’clock this afternoon. 
(Whereupon, at 12 noon, the committee adjourned to reconvene at 
2 p.m. the same day.) 


AFTERNOON SESSION 


Senator GREEN. We will come to order. 
Mr. Wood, would you kindly proceed; I understand you would like 
to give some further testimony. 


Mr. Woop. We would, sir. 


TESTIMONY OF C. TYLER WOOD, JONATHAN B. BINGHAM, 
STANLEY ANDREWS, AND ARTHUR Z. GARDINER—Resumed 


Mr. Woop. I thought, Senator Green, that we might finish the 
point IV testimony first. 

Senator GREEN. Well, whatever you have in mind. Just divide 
up the time as you wish. 

Mr. Woop. Very good, sir. 

Senator GREEN. I do not think it is necessary to go into every one 
of those countries; just take some samples. 

Mr. Woon. I think that is a very good suggestion. 

Senator GREEN. But, where there are any rather exceptional cases 
or exceptional conditions, just let us know; draw our attention to it. 

Mr. Woop. Very good, sir. 

[ will proceed, then, with the testimony on the point 1V countries 
and see whether we cannot finish that in 15 or 20 minutes. I think 
Mr. Bingham can complete it in that time. 

Senator GREEN. All right. 

Mr. Woop. And then we might proceed to the testimony on south- 
eastern Asia, and possibly Latin America. 

Senator GREEN. You may proceed. 
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rCA PROGRAMS IN LATIN AMERICA 


Mr. Brinauam. Mr. Chairman, it was my thought to start first wi 
the programs in Latin America. That is under title IV of the ac: 
We propose there a total of $22 million. The total corresponds Ww! 
$18 million which was authorized for this year for the programs 

Senator Green. What do you mean ‘corresponds’? Lt 1 
tically $2 million more. 

Mr. Brncuam. It is $4 million more, Senator Green. 
sponds” is not the right word, Senator. 

Senator Witey. | never knew that $4 million ever made a differen: 
to a Democrat. 

[Laughter. ] 

Senator GREEN. Go on. 

Mr. Brincuam. The programs in that area are under the gener: 
supervision of TCA. And the Institute of Inter-American Affan 
which celebrated its tenth anniversary the day before yesterday 
is the operative arm of TCA for Latin America. Mr. Iverson, wh 
is the President of the Institute, is here. 

Senator Green. Is that a joint Commission? 

Mr. Brneuam. No, sir. The Institute of Inter-American Affai 
is an American Government corporation established LO years ago 

Senator Green. What do you mean by “American Government 
Do you mean the United States Government? 

Mr. Brnguam. The United States Government. It works throug 
the servicios, of which there are 34 in the different countries operati 
jointly with the various governments. The programs are bet 
carried on in 19 countries of the hemisphere 

The three main fields are agriculture, bealth and sanitation, an 


education; and then there are also programs in a variety of othe: 
fields, such as mineral resources, transportation, industry, public ad 
ministration, and others. 


On the bar chart there [indicating] vou will see that the second b: 
shows the proportion in each; such as 35 percent in food productio 
23 percent in health, 17 percent in education, and 24 percent for oth 
purposes. 


CONTRIBUTIONS OF LATIN-AMERICAN COUNTRIES 


The great thing about the programs in Latin America is that ov 
the 10 years in which these programs have been carried on the cor 
tributions of the local governments have constantly increased, an 
the interest and support for these programs has constantly increase: 
until today the general ratio is 3 to 1. They are putting up $3 fo 
every $1 that the United States puts up 

Senator GREEN. That is the average? 

Mr. Bincuam. That is the average in the area. 

Senator GREEN. What is the minimum any country puts up? 

Mr. Brncuam. I will have to ask Mr. Iverson if he can give n 
that offhand. 
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TESTIMONY OF KENNETH R. IVERSON, PRESIDENT, INSTITUTE 
OF INTER-AMERICAN AFFAIRS 


Mr. Iverson. Mr. Chairman, the contribution 
not less than dollar per dollar. 
Senator GREEN. Well, that does not answer the 
How can you say that a sum is an average unk 
minimum or the maximum?” 
Mr. Iverson. The minimum is dollar for dollar 
countries it is only dollar for dollar. 
Senator GREEN. My point is, when you said 
much—say, 1 to 38—vou must have had some m 
that. 
Mr. Bincuam. That is correct. 
Senator GREEN. Well, what is it. a dollar 
Mr. Bincuam. Yes, sir; dollars or the equivalent 
Senator Green. Well, on that basis, which count 
the minimum or the maximum? 
Mr. Brncuam. Which countries? 
Mr. Iverson. Can I answer that? 
Senator GREEN. Yes. 
Mr. Iverson. The Government of 
of Haiti are the two Governments that 
can give you the exact figures for last vear, Sen: 
Senator GREEN. Well, let us have the colnparal i 
Mr. Bincuam. Yes; Mr. Iverson has those f 
Mr. Iverson. For fiseal vear 1951, Senator, total contributi 
to the servicios, if | may use those figures first, from the United Stat 
Government through the Institute of Inter-American Affairs wer 
S$? S56.900 The contributions of the Latin lericul rovernments 
Lo the Servicios in the same vear were $16,927 ,3 
The other expenses of the United States we 
vou add the total contributions of the United Sta 
well, it is about $5,700,000 as against $16,900.01 
Latin-American governments. 
Senator GREEN. What is that proportior 
Mr. Iverson. That is a proporuioh Ol tha plus 
American governments and one from the United Stat 
Senator GREEN. Now, can you give us the count: 
the minimum? That is about 35's percent; is tl 
Mr. Bincguam. Excuse me, Senator 
The 33% percent represents the United 
Senator GREEN. | see. 
Mr. Iverson. Now, we break the down 
rories—health and sanitation, education, and 
The maximum contribution, starts 
the health and sanitation program in | 
1951, the eontributions of the Unit 
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$25,000 for contribution to the servicios, and the other expenses wer: 
$111,000, for a total of $136,000 as compared to $703,000 from th 
Government of Venezuela. 

Now, the smaller contributions, Senator, I can run them down. 

In Costa Rica the contribution for projects, contributions to th; 
Servicios Fund was $70,000. 

Senator GREEN. Whose contribution? 

Mr. Iverson. The United States contribution to the servicios wa 
$70,000. The United States contribution to other point IV programs 
was $31,000, or $101,000 from the United States, compared to 
Government of Costa Rica contribution of $107,000. That is almost 
1-to-1, $1 from Costa Rica and $1 from the United States. 

Senator Green. Then, in general, the minimum was about 50—50 
and the maximum was 4 to 1? 

Mr. ANprREws. It was more like 20 to 1. 

Mr. Iverson. The maximum will run pretty close to 20 to 1 in th: 

‘ase of contributions to project money. 

Senator Green. Well, that is not the total for the country. 

Mr. Iverson. It is not the total, but it, the total, will run pretty 
close to—taking Brazil 

Mr. Bincuam. Well over 10 to 1. 

Mr. Iverson. Yes, well over 10 to 1; you can call it 13 to 1 if you 
want to. 

Senator GREEN. Will you go on, Mr. Bingham? 

Mr. Brycuam. Yes, sir. 


BOLIVIAN PROGRAM AS CHARACTERISTIC OF AREA 


I thought I might take as an example the program in Bolivia which 
is somewhat characteristic of the programs in that area. 

The total program for the country proposed is a little over 
$1,500,000. That calls for a total of 37 United States technicians 
and will provide for the training in this country of 35 Bolivians in the 
various fields represented in the program. 

The total amount calls for $914,000 for technicians, $148,000 for 
the training program, and a total of $404,000 for supplies, equipment, 
and local costs. 

Senator Witey. That is Bolivia? 

Mr. Bineuam. That is Bolivia. 

Senator Witry. Well, what do you mean by ‘“‘technicians’’? 

Mr. Bincuam. That is technical assistance in various fields, includ- 
ing agriculture, forestry, and fisheries; and there is a research program 
over there. 

Senator GREEN. A what? 

Mr. Bincuam. An agricultural research program. 

Then, there is an extension service, the development of an extension 
service, and a small program for technicians in rubber development. 
That covers the agricultural field. 

In health and sanitation, there is a program for sanitation, where 
there is a technical team covering the sewerage problems and the 
water-supply problems; also, hospital- construction assistance, health 
education, research in disease control, and public-health activities and 
medical training—all told there are 11 technicians in that field. 

Senator GREEN. What about the Bolivian fisheries? 
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Mr. Brncuam. I did not mention fisheries. 
Mr. AnpreEws. Well, you did mention “agriculture and fisheries.’ 


That is just a classifying term, Mr. Chairman. 


Mr. Brxawam. That is just a general category under which we 
group our projects. 

Senator Green. I did not know that they had a fishery industry. 

Mr. Brincuam. They do not. 

Senator GREEN. That is why I asked the question. 

Mr. Brncuam. I am sorry. 

Senator Green. In other words, there was not any. 

Mr. Brncuam. That is just a category we use for classification. 

Senator GREEN. You people always have such peculiar meanings 
in words. 

Mr. Bincuam. Yes, sir. 

Senator GREEN. What does “‘fisheries’”” mean in the sense that you 
use it? 

Senator Witey. Off the record. 

(Discussion off the record.) 

Mr. Bincuam. In some countries we do have a fishery program. 

Senator Witry. But not in Bolivia. 

Mr. Brnauam. That is right. 

Senator Grren. They do not have fisheries there; what does that 
word “fisheries”? mean in this connection? 

Mr. Bincuam. It is a misnomer in this case, it has nothing to do 
with Bolivia. 

Senator Green. Well, what should it be instead of ‘‘fisheries’’? 
What do you mean by “fisheries” in this case? 

Mr. Bincuam. In this case, the word there means nothing, Senator 
Green. It is simply the heading of a group of projects. We try to 
keep the headings uniform in all country tables so the tables will be 
uniform, country after country. 


ACTIVITIES SIMILAR TO OTHER LATIN-AMERICAN COUNTRIES 


Senator Witry. Generally speaking throughout these countries, do 
you have those same experts in those same fields or are there diversifi- 
cations? 

Mr. Binauam. Very generally they follow this pattern. Then 
there is a program in education, teachers’ training, and vocational 
and industrial education. 

Senator Smitn. Are we keeping permanent staffs there year after 
year, in all of those countries? 

Mr. Brncuam. Well, some of these technicians are on permanent 
staffs. Others are sent in only for individual projects. 


INCREASING SIZE OF LATIN-AMERICAN PROGRAM 


Senator Smiru. Is it our policy to increase that every year; because 
every year it has been increased. You have $20 million more this 
vear than last year. 

’ Mr. Bineuam. No;I think if you look back over the period of time 
that the Institute has been operative, in the war years they were at 
a higher level than today; since then there was a dropping down. 
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But this does represent an increase over last year’s program whic! 
we think is justified under the circumstances. 

Frankly, Senator, we are sometimes asked-—indeed, we are fri 
quently asked why in this total program we do not do somethin 
for this hemisphere. We think this is a reasonable program, but 
certainly is a small program in terms of the total needs of the ar 
in spite of all the work that has been done. 

The food consumption is extremely low and food productivity 
very low. The ratio of illiteracy is still very high. 

Senator, we move on from activity to activity, and as soon as th 
are able to take over one of those activities, then there are new project 
in new areas that require attention. 

Senator Smiru. Well, of course, you can go on indefinitely und 
that philosophy all over the world. 

[ thought that in South America the idea was to get them started 
furnish them certain techniques, and so on, to teach them, and the: 
to move off. Instead of that, this moves up and every year we go, it 
moves up further. 

Mr. Binenam. The total effort is moving up in that area, Senato: 
Smith, in terms of what can be done to raise the living standards in 
the area. 

Senator Smira. Well, of course, I realize that that is true all ove: 
the world, that vou have got to raise the living standards all over th 
world. But, this vear we have such an impact in Western Europ 
and the Atlantic Pact, that it has put upon us a very heavy burden 
Our taxpavers are already overburdened and they cannot take an) 
more upon their shoulders, and things should be cut down whereve: 
possible. 

However, instead of cuts we keep on increasing these. Well, w 
have to justify that to the people, and that is difficult——-I have so 
many letters about this cost, and if you saw all the letters that | 
receive, you would realize my problem-—-and my colleagues are in 
the same position. 

Mr. Bincuam. We realize that, Senator Smith. However, we fee! 
in terms of our national security and in terms of our strength that it 
is just as essential as the rest of the program and it is relatively 
small item in the over-all program, but in spite of its smallness wi 
feel it is just as essential and we feel that it has proven its worth in the 
extraordinary degree of cooperation we have in this area, and we fee! 
that people will consider it is justified when they see what has been 
done and what they can do for themselves down there now. 

lor instance, in Santiago we helped them put in one sewer system 
in one part of the city. Then, the other sections, seeing what could 
be done, insisted on some action on the part of their own Government 
and equivalent sewer systems have been put in the rest of the city; 
that has been done. 

Then, down in the Amazon Valley, there has been health work 
which was stimulated by the Institute and to which the Institute is 
contributing, which is being carried on entirely by the Brazilians 
themselves. It is a muliiplying factor which gives results of great 
worth compared with our investment 

Senator Sairu. Well, how can you possibly justify increasing by 
$25,000,000 in the military assistance this year? How can you 
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Mr. BinGuam. That is not my responsibility, Senator Smith. 

Senator Smita. Well, somebody has got to justify it. 

Mr. Woop. Gener: al Olmsted will be before you later this afternoon 
and I think he will be prepared to answer that question. 


BUDGET DEFICIT AND NEED FOR CUTS 


Senator Smith. Frankly, I am alarmed at the tendency toward 
increasing; and in the face of that tendency, what can we do, being 
confronted as we are by this spread between the budget and the 
amount of taxes. The taxes cannot be increased any more, even 
though they were recommended. It cannot be done. There has got 
to be a cut somewhere. You fellows have got to decide whether you 
want the cut on the Atlantic end or some of these others I am really 
very much concerned about it because | cannot answer the letters 
| vet. 

Mr. Woop. Yes, and we are all concerned about it 

Senator Smirn. So you say, but there seems to be no interest in 
cutting. The interest seems to be to increase in the State Depart- 
ment. I would like to get some cooperation in cutting some of these 
things. 

Mr. Woop. If you will allow me to say so, Senator, what all of us 
in the State Department, in the Mutual Security Ageney and in the 
Defense Department are concerned with doing is to take, and to 
evaluate in terms of our national security, the problems and threats 
that lie before us, to determine what really needs to be done to solve 
these problems and to put these threats and to lay the whole matter 
before the imagen of this committee and before the Congress, mn as 
much detail as possible; and to demonstrate why we think our pro- 
posals are right and proper and in our national interest. When we 
have done, we are in the hands of this committee which must decide, 
after looking at the situation from its over-all position, what it feels 
ean and should be done about it. 

l think you would be the first people Say that the proper role 
for the executive branch is to |: Vv before thi Is committee honestly and 
forthrightly its recommendations, together vith all 2 of the information 
that has gone into their development and then leave it to the committee 
to evaluate their validity. 

Senator Green. Are you saying to us, Mr. Wood, are you telling 
us that this is desirable, that it would be very nice to have but is 
not essential, and you are leaving it up to us to decide whether it is 
economically possible? 

Mr. Woop. No, Senator Green. I did not mean to use the word 
“desirable,” and if I did use it, I did not mean to do so. [| meant to 

se the word ‘“necessary.”’ We feel it is necessary. 

Senator Surrx. I am a great supporter of this program and | have 
been from the beginning, but I am embarrassed because we do not 

get any cooperation in cutting anything down. We are faced with 
a $14 billion deficit this year, and we are going to have a cut of not 
less than $13 billion to $14 billion. Now, where are we going to 
find it? 

Senator Green. I think we had better cut out ' fisheries 
Bolivia. 

[Laughter.] 
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Senator Smita. I do not know how we are going to do it. And 
here, in South America, you have added $25,000,000 to the militar) 
budget : 

Mr. Woop. We will have General Olmsted here to answer that 
specific question and if he does not answer it satisfactorily-——— 

Senator Smirx. We will take it off. 

Mr. Woop. I would just like to make one further comment 
Senator Smith. Perhaps this is so obvious that I should not bothe: 
you with it, but we are living in a world that is dynamic, that is 
changing. 

Our responsibility in the executive branch is to study the develop 
ments in this changing situation, to evaluate threats to our security 
growing out of present and prospective developments and to bring 
forward proposals as to how best to meet the situation. 

Now, if it so happens that the solution costs a lot of money, I think 
that we regret it as much as anybody else does, because we are al! 
citizens together. 

Nevertheless, if the threats to our security, as a result, in our judg- 
ment, increase and if money has to be spent to guard that security, 
it is our duty to lay that judgment, with the reasons for it, before this 
committee. 

Now, the answer to the question of whether a program should o 
should not be increased depends upon the nature of the future threat 
which we face and what measures are required to meet that threat 
It is on that basis that we come to you. And the threats may b: 
very or today than they were a vear ago. 

We are all hopeful that if these actions which we propose are taken, 
and bien adequately, we will be able to reduce that threat. Ce: 
tainly the only hope, it seems to me, under current conditions is to 
get ourselves into a position of strength, and to strengthen our allies 
so that the enemies who threaten us will be deterred from aggressio! 
or, if they do start aggression, will find that it is an unprofitabl: 
adventure in which they will be defeated. 

That sort of criterion, it seems to me, is fundamentally in our co1 
sideration of all these programs. 


PURPOSE OF MILITARY ASSISTANCE 


Senator Smiru. Are we planning to develop some divisions in Sout! 
America that we can depend on in the European field or in the Fa 
East? 

Mr. Woop. General Olmsted, again, will cover that in more detai 

The purpose of the military aid in Latin America, bluntly spe aking 
is to help develop forces in that area which can take over the defens 
of that area if a war begins. 

During the past war we had to send a considerable number of ou 
troops down there, with the consent of the governments concerned 
to provide an adequate defense in that area. 

1 think it can be shown, and General Olmsted, I am sure, will have 
these figures for you, that in the event of future hostilities it would 
cost us a great deal less to assure an adequate defense for the Southern 
Hemisphere if the troops of these Latin-American countries, aided bs 
some equipment from us, were prepared to perform certain militar 
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missions it would than if, as-was the.case in World. War II, we were 
required to deploy our own troops to carry out those missions. 

We have Assistant Secretary Miller of the State Department here. 
I would like to ask him whether he wishes to make any further com- 
ment on that aspect of the problem or to correct any misstatements I 
may have made. 


TESTIMONY OF EDWARD G. MILLER, ASSISTANT SECRETARY OF 
STATE FOR LATIN AMERICA 


Mr. Mixuer. If the Senator would be interested in my point of 
view, I would be glad to give it. 

Senator Smiru. Well, I would like to call attention to the fact that 
the appropriation for military assistance last year was $38,000,000, 
and unobligated as of January 31, 1952, we have the sum of 
$38,000,000—in other words, not a cent of it obligated. 

Now, what is the point of making these appropriations? You see, 
we are very much concerned about this. 

Mr. Miuuer. This appropriation under the Mutual Security Act 
was not completed until the end of October of 1951. Until the ap- 
propriation had been voted it was impossible for the Joint Chiefs of 
Staff to determine upon the allocation of the amount appropriated. 


DELAY IN OBLIGATING FUNDS FOR MILITARY ASSISTANCE TO LATIN 
AMERICA 


So, before we could begin the bilateral negotiations with the coun- 
tries concerned, we had to wait for the Joint Chiefs of Staff to draw 
up the plan under the appropriation for the best use of the appropri- 
ation; and that, plus the Presidential approval, took until about the 
end of December. 

We then had to approach through diplomatic channels the dif- 
ferent countries in Latin America that had been selected by the 
Joint Chiefs of Staff as the most likely countries to be selected for 
participation in this program. 

We began our first negotiations in January and none of those ne 
gotiations had been completed by the end of January and that is the 
reason why none of these funds were obligated by the end of 
January. 

Senator Smiru. And now you want $62,000,000 to make a total of 
$100,000,000 for this vear for South America—-$100,000,000. 

Mr. Mitier. That is the amount that the Joint Chiefs of Staff 
have decided upon, sir. 

Senator Smiru. I would like to hear about that from the Joint 
Chiefs of Staff. I would like very much to hear about it. 

Mr. Woop. Genera! Olmsted will testify about that. 

Mr. Mitier. You realize, Senator, we have a very different time 
schedule this year in our mutual-security presentation than last 
year, so we are only now beginning to complete some of the bilateral 
military negotiations we began after the funds were appropriated 
last year. 

We have completed negotiations with Peru, Ecuador, Brazil, and 
Cuba. We are about to complete negotiations with Chile and 
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Colombia. We have not been able to start negotiations until 
week with Uruguay, because in Uruguay they have undergone 4 
change in their government and they requested that this be delay, 
until after they had completed this change in their form of gove: 
ment, 

That is the explanation as to why there are no funds obligated 

Now, as to why the amount of $62,000,000 has been selected; th 
is 2 military determination rather than a State Department det 
mination, and I think that the general will deal with that 

Senator Samira. Well, T was just told an hour or so ago upsta 
that if we make all the appropriations that the military want tl 
vear we will have $100 billion available to them for the fiscal vea 
I mean, it just does not make any sense to me. I cannot explain 

Mr. Mintver. All we are trying to do in the Latin-American ca 
is to 

Senator Smiru. Well, now, there it is the same kind of thing. Here 
vou have $100,000,000 for Latin America. Are we asking them to 
take our money or are they coming to us with their hat in their hand 
and begging us for it 

Mr. Mitier. What we are trying to do, Senator Smith, is to cut 
down the drain in a possible future war of our military forces such as 
was occasioned in World War Il when we had to station about 100,000 
American military personnel in this area for purposes related to thi 
defense of the hemisphere, access to aes ‘zic materials, and so forth 

I think it can be demonstrated that by putting these people in a 
position to do that work themselves, we are saving ourselves a er at 
deal of money and cutting down on this $100 billion over-all expend 
ture which our military—this figure that you referred to for our 
defense " 

I think, off the record 

Senator Green. Off the record. 

(Discussion off the record.) 

Senator Green. Will you proceed now, Mr. Bingham You say 
we will have a chance to talk to General Olmsted about the military 
operations and you will cover the rest of it. 

Mr. Bincuam. Yes, si 

If | may pass now to is next area, rapidly, I will deal now with 
the area in title I] with which we are concerned, in which we 
asking for point IV funds in the amount of $55,000,000. 

I would just want to give the committee a brief run-down of | 
total program, an outline, so to speak, the point IV program we ar 
proposing to carry on under the Act for International Developmen 

You are awareof the other programs related to it that Mr. Eastin 
will deal with and the special program for Israel and the refugees from 
Palestine, but at the moment I am speaking of that part of the pro- 
eram which will be carried out under the point IV legislation, th 
Act for International Development. 


TCA PROGRAMS IN AFRICAN COUNTRIES 


For the three independent states of Africa, that is, Libya, Liberia, 
and Ethiopia, we are carrying on this year’s program or we are pro 
posing to carry out this year’s program to the amount of $3,500,000 
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That represents, Senator Smith, a slight reduction of the amount 
authorized for this vear. 

The program in Liberia has been extraordinarily successful over a 
period of some 7 vears. The Government there has devoted, as 
mentioned before, 20 percent of its revenues to the work under point 
IV. 

The principal emphasis of the program is in the field of health and 
sanitation. There is also being carried on agricultural extension work 
and the like. 

In Ethiopia, we are proceeding with a small program which will 
concentrate on the development of the agricultural resources of the 
country. You may recall that Dr. Bennett testified last vear about 
the extraordinary resources for food production in Ethiopia. In 
some areas the soil is 10 or 12 feet deep, and we ar helping there 
with the establishment of an agricultural college, which will be the 
principal feature of the program. 

In Libya, which is a newly born nation 

Senator GREEN. In each ease we do not want you to go back, 
but in each case you might tell us what the nation itself is 
contributing. 

Mr. Bincuam. In the two cases I have mentioned the contributions 
will be roughly in the 1-for-1 ratio 

I might mention in connection with that, Senator Green, that it is 
often verv difficult to calculate the entire contribution which the host 
nation will make. I said yesterday in connection, for example, with 
Iran that there will be no contribution from the Government there 
sut that is not accurate in the sense that when we get out into these 


little villages and towns, at the OTUsSs roots, the people themselves 


i 


with whom we work contribute very substantially bv their labor to 


the work of the program. 

For example, in the schools, as Mr. Andrews mentioned this 
morning, the labor was contributed by the villagers 

So, it is difficult to sav precisely what the ratio of contribution is 

In the case of Libva-—which, as I started to say, is a newly inde- 
pendent country with very meager resources, Meager In Many In- 
stances—I am told that there are only 10 or 12 college graduates 
available to the entire country. 

We are starting with a program intended to make a beginning in 
some of these fundamental problems, such as health and sanitation, 
a program for trachoma and malaria; and education and agricultural 
extension. 

Mr. Andrews has visited Libva, and, if vou have any questions 
about the program there, | am sure that he can answer them. 

There, at the present time, except for the contribution of labor that 
[ have mentioned, the Government is not in a position to contribute 
anything substantial to the program 


rcA PROGRAMS PLANNED FOR ARAB 


Passing on to the Arab states, we are proposing for the Arab States 
about $23,500,000. 

Senator Smirn. Where does that appear in this table’ 

Mr. Bincuam. Well, vou have the country figures there, su 
have just taken the Arab States as a group to give vou an idea of 


) 
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totals. I can give you the country figures if you wish them, but th, 
are in front of you. 

Senator Smirx. The entire list? 

Mr. Brnauam. Well, vou will find the totals for Egypt, Ira: 
Jordan, Lebanon, Saudi Arabia, amounting to $23,500,000 when 
added up. 

The programs are of two kinds. One, and the more substantia! 
program, is programs for those countries with less abundant resourc: 
in the form of oil, and they are of the general character that was 
described to you this morning by Mr. Andrews in talking about tly 
program in Jordan. 

The other type of program is that which is almost entirely a matt 
of supplying expert advice for Iraq and Saudi Arabia where the 
Governments do have substantial revenues. 

In this same area comes the program which Mr. Andrews describe 
this morning for Iran. It will be an extension of this year’s program 
It is not an expansion of this year’s program in dollar terms. 

There the program is basically twofold. Most of the emphasis is 
on the rural-development program, and we will be working there wit) 
a joint Iranian-United States Rural Development Commission. The 
teams will be operating in the 10 Provinces of the country, the Ostans, 
as they are called, and they consist of health and sanitation workers 
and agricultural, educational, and extension workers. 

The remainder of the program will be in the urban areas, where it is 
desirable to try to make some impress on the unrest that exists there. 
The emphasis there will be on the development of public-health 
centers and in the development of small industries which can make use 
of the local products available in the area, ran, such as fruit, and it 
will help give them technical assistance and contribute to the estab- 
lishment of these fruit plants, in their pilot projects which will provide 
employment in the cities of Iran. 

That is one of the countries where we feel that the urgency of the 
situation is such that the magnitude, the intensity of the program 
must be stepped up. 

As Mr. Andrews described the program there, it is making very 
good progress and working with the local officials, and they are 
extremely receptive to the ideas and working very well with our 
people. 

It is only at the higher levels of government that any difficulty is 
encountered; but, on the whole, the reception accorded the program 
there is excellent. 

Senator GREEN. Off the record. 

(Discussion off the record.) 


GENERAL ASPECTS OF SOUTH ASIA TCA PROGRAMS 


Mr. Bineuam. If I may proceed, then, Senator, the third area in 
which we are concerned is the south Asia area, and this accounts for 
the bulk of the funds which we are requesting. 

The total for point IV in this area is $150,000,000, of which $115,- 
000,000 is for India; $33,500,000 is for Pakistan; and $1,500,000 is 
for Afghanistan, Ceylon, and Nepal. 

I would like to add to what Mr. Andrews said this morning only 
the fact that the crux of the problem in India today is the food 
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problem. The recent elections, which were a disagreeable surprise, 
| think to most of the observers and friends of Communist strength, 
reflect that the Communist strength is greater in those areas where 
the food situation is most acute. 

We will be in this program in this area directing particular emphasis 
to trying to stimulate agricultural development particularly in this 
area. The program, as Mr. Andrews indicated, consists of making 
available the workers who will train their own Indian workers plus 
support and assistance in the form of supplies aud equipment that 
will help to make available to the farmers in India the fertilizer and 
seed and irrigation water that they need and the simple tools they 
need to make progress. ; 

The possibility of increasing India’s food supply in the next few 
years by 7,000,000 tons through the establishment eventually of some 
600 centers like the one at Etawah center, which, at that time, 
affected directly and tremendously part of the total Indian popula- 
tion—it is one of the most exciting and thrilling parts of this whole 
program, in my judgment. 

Senator Suir. Well, that is true; but, if vou have to cut down, 
then you will just simply have less of those centers than otherwise. 
| mean, it is a matter of degree, how much you can afford. 

Mr. Bineuam. It is a matter of the speed with which this job car 
be done. 

Now, Senator Green, I think that covers the general picture, and 
I will just answer any questions you may have, knowing the time 
pressure you are under and since Mr. Andrews has described spe- 
cifically these programs. 

Senator SmirH. Have you covered all of the Far East now? 

Mr. Bineuam. That will be taken up by Mr. Cleveland of MSA. 
Our area stops with India. 

Senator Smiru. I see. 


INDIAN WHEAT PROGRAM 


Senator GREEN. Before you leave the subject, | would like to put 
in the record a statement. 

The other day there was a statement made on the floor of the Senate 
to the effect that certain of the wheat that we sent to India was in 
some way diverted from the Burma Road to a Chinese destination. 

It was referred to the Mutual Security Agency, and they have made 
a statement, which I have here, saying that they think it is most 
improbable; that they do not believe the story, and giving the reasons 
why. I suggest it go into the record at this point. 

(The Mutual Security Agency statement is as follows:) 


ALLEGED DIVERSION OF INDIAN LOAN GRAIN 


1. We have been asked to comment on an allegation that grain purchased by 
the Government of India with loan funds made available pursuant to Public Law 
{8 has been diverted via the Burma Road to a Chinese destination. We believe 
that any such diversion is practically impossible because of the careful control 
exercised in the receipt and distribution of this grain. 

2. Grain moving under the provisions of Public Law 48 are carefully checked 
out from ports of embarkation in the United States and immediate cable notifica- 
tion sent to India stating date of departure, name of ship, amount of grain, and 
expected date of arrival. 
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3. The distribution of all grain, both imported and domestically procured, 
directed centrally by the Government of India in New Delhi. The proced 
covering grain is as follows: 

Based on information of food needs advised by the various Indian States, 1 
Government of India makes its plans as far ahead as possible subject to revisi: 
when conditions change unexpectedly. 

The Shipping Division of the Indian Food Ministry receives immediate ady 
of the departures of food ships from ports of dispatch. Ships coming from t} 
United States via the Pacific, on reaching Singapore, are notified of their port 
discharge in India, usually Madras, Vizag, or Calcutta. Ships coming via t! 
Atlantic receive similar notification on reaching Suez. In the case of Pacit 
ships, it is necessary to know their draft, as those destined for Calcutta are limit: 
to drafts depending on the water depth of the Hougli River. For this reas 
most ships destined for Calcutta must stop at either Madras or Vizag to off 
part of their cargo. 

$1. Offloading of grains at the ports is under the direct supervision of repress 
tatives of the Government of India Food Ministry. Distribution of each car 
is planned in detail on the arrival of the ship and before unloading is start 
The distribution programs are well drawn; many copies are mimeographed, a 
an excellent and efficient staff under the supervision of the regional food rep 
sentative carries out the program. 

5. Offloaded grain is sacked either on the ship or in dockside warehouses. 
of the bags onto trucks (for local deliveries) or into railway wagons is 
waybills in triplicate are prepared. Deliveries to local warehouses are sign 
for on delivery and receipts checked against the loading slips. Railway wa 
shipments are receipted for by railway officials, waybills are prepared, and 
liveries are signed for by the State officials at point of destination. Cars 
sealed at the docks by railway Is, and seals are checked frequently al 
the way ast f theft or pilferage are practically unknown. On arrival 
State warehouses, the grain is usuall but not always) unsacked and put thro 
cleaning machines. After resacking, the grain is stored in a warehouse for distril 


tion to the fair-price shops according to the number of ration-card holders assigi 


i 
toeach shop. In the larger cit listribution is either daily or three times a we 


dependit ndemand. Officials of the state food ministries check the shops da 
Managers of the shops are state emplovees and must account in full for every 
of grair ( A small margin is permitted for shrinkage and spillage 

6. Investig: ns were made in Bombay, Bihar, West Bengal, Madras, 
Travancore-Cochit In all cases it was satisfactorily established that the dist 
tion of th : wt at with reasonable efficiency No reports 
diver to illegi ate ‘Is have ever been received. The 
tories required from all food shops and state warehouse 


on distribution. The Government of India’s repr 


frequent checks of stocks in state warchous 
p the grain shipped under the loan program i | 
the | on \ISA Regulation No. 1 vpe of commodity is exempt 
the la ing requirement. However, efforts wer to establish some me: 
' n grain. $ t wi ‘eached with the Gover 
waterproof labeling for all transport moving fron 
tion carrying loan grail 


‘ 


ission it ean ba seen the diversion of loan grain w 


have t ‘cur ig it from some inland point to the coast, reshipping 
Burma, and then moving it inland by water to the Burma Road This is aw 
unlikel 


W 
INDIAN TCA PROGRAM 


Mr. Bincuam. May I add one word about India and Pakistan sin 
you have expressed interest in the amount of contributions thes 
governments are making? 

In both of those countries the agreements we negotiated with them 
provide for their depositing at least the equivalent of our contributio 
in a joint fund, or what amounts to a joint fund. Actually, two a 
counts would be set up 
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That, however, does not represent in either case a fair statement of 
what they will be contributing to this total development. The 
Indian Government has, as I indicated, devoted an enormous amount 
to the carrying out of this 5-year plan which we will be helping in a 
small degree. 

Senator Smira. What will happen to the Indian 4- or 5-year plan 
if we do not give them the $250,000,000 for 4 years? Will it just pro- 
long the time to carry it out? 

Mr. BINGHAM. Senator Smith, we are not askine for $250.000.000 
for next vear. 

Senator SmirH. I know you are not, that was Mr. Bowles’ sugges- 
tion. I talked to the Ambassador and he said that that is what will 
be needed, that he hoped they would be given $1 billion in the next 
t years. 

Now, | um asking if we do not do that what happe ns to the plan? 
| think the plan is very interesting and I would like to see it done, but 
I do not see how it can be done without the billion dollars at this point. 

Mr. Brnauam. In our judgment at this time, Senator Smith, for the 
next fiscal year the plan can be carried out with the assistance we 
are proposing, This assistance we are proposing cloes fit into the 
plan and we feel will be sufficient Lo enable them to vo lorward Io! the 
next year. 

Senator Smirua. That is $115,000,000? 

Mr. Bincuam. That is correct, that is the judgement we are pre- 
senting now. 

However, Ambassador Bowles feels that hot rect if feels 
this amount is insufficient 

Senator GREEN. Now, Mr. Wood, let us see what 1 can do with 
an hour. Take the best advantage of it 

Mr. Woop. I suggest, since the matter has already been raised and 
since we still have here Assistant Secretary Miller with us, that we 
proceed next to have General Olmsted give us a brief survey of the 
military program proposed in this bill for Latin America 


TESTIMONY OF BRIG. GEN. GEORGE H. OLMSTED, DIRECTOR, 
OFFICE OF MILITARY ASSISTANCE, DEPARTMENT OF DEFENSE 


MILITARY ASSISTANCI ro | rIN MERI 


Senator Smiru. General Olmsted, you were not here when I asked 
this question and I will repeat it for you, hoping you will giv: 
answer. 

I note that in the request for this vear for military 


$25,000 000 has been added to the request for last Veal 


also that nothing has been obligated whatever of last vear’ 

Last vear it was $38,000,000 and this vear it is requested t 
$62.000.000. so that we have $100,000,000 for South Ame 
vear requested by the Department of Defense 

Now, how do you justify that? 

General Otmstep. Well, sir, the 1952 program, that is the $38,000,- 
000 fund was just recently released to the Department of Defense 
and it is now in process of beime placed unde eootract 
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Now, the 1953 program is geared to practically the same force; 
and with some augmentation is designed to complete the equipment 
of those forces. 

If I might go back, Senator Smith, I will give you some backgroun 
on this program. Our neighbors in the W estern Hemisphere hay 
about half of the total population of the hemisphere and you migh 
say half or more of the total natural resources. It has been almos 
traditional in our thinking to feel we had to do the whole job of defend 
ing the hemisphere. This program is directed toward placing thes 
people in a position from a training and equipment standpoint to 
enable them to assume certain specific defense tasks. Obviously 
they are somewhat limited in their capacity in the beginning. 

I think you have been told that in the last war we had to commi 
about 100,000 United States troops to the Latin-American area to 
keep the lines of communication open, developing the air bases and 
insure the security of strategic materials that are so vital to us. It is 
our hope in this program to develop Latin-American troops of suffi 
cient character and capacity to assume that burden and in the event 
we have another war. 

Many Latin-American countries have training missions from th. 
United States which they are paying for. 

Besides paying for the missions, many of those countries are also 
purchasing United States arms and paying cash for them in substantia! 
amounts. 

So, you see, this is not a one-way street. It is not a situation where 
we are asked to assume the whole burden. 

There are current in the Department of Defense requests for cash 
purchase of items of equipment totaling in amount $193)000,000, 
which $36,433,000 has actually been laid down in cash. 

Now, this is an end-item type of equipment. In addition, of course 
these people provide the end-item equipment which they buy. They 
provide the men and quarters under the grant-aid program, and the 
usual sort of things that our forces do for themselves. 

Now, this is not a general program of taking an amount of money 
that we think might be defensible and then spreading it rather blindly 
over the Latin-American countries. 

I can give you the specific units to which this equipment and material 
will go and the specific tasks, if 1 may go off the record, what this will do 

(Discussion off the record.) 

General Outmstep. It is our belief in the Defense Department that 
as our training program progresses and as our equipment program 
develops and is implemented tbat these forces that I have enumerate: 
to you will be battleworthy and will be able to carry out the missio) 
they have agreed to carry out. 

In World War II, we had very satisfactory results from the Brazilia: 
forces totaling something over a division that were in action in Ital 
and today in Korea we are having very satisfactory results from thy 
Colombian infantry and frigate battalion in action there. 

We believe that a suitable process of training and equipment wi 
develop combat-worthy forces of Latin American nations, as in thu 
case of the Greeks or the Turks. 
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MUTUAL SECURITY ACT OF 1952 
BREAKDOWN OF MILITARY PROGRAM FOR LATIN AMERICA 


Now, I am glad to have these for you [distributing documents]. 
| have opened up the two pages that particularly apply to this. 

The first page, in the bottom line for Latin America shows a total, 
that portion of it which is for materiel. It shows also the portion of 
the total that is for shipping expenses and that portion which is for 
training their people in this country. Note the breakdown between 
the Army, the Navy, and the Air Force. 

Senator GREEN. Where is that? 

General Otmsrep. Here. 

Senator Green. Thank you, I see it. 

General OtmstED. And on the next page it shows in terms of the 
major items of equipment what that money will be spent for. 

The magnitude of such purchases by the Latin American countries 
I have already given to you, some $193 million of current requests are 
in process. They have laid down over $36 million. 

Senator GREEN. Any questions? 

Senator Witey. When he gets through, he has said it all, Chief. 
[Laughter] 

Senator Smirx. Well, I am puzzled about this $100 million. You 
are going to have $38 million from last year which has not been com- 
mitted. Do theose figures you have given us add up to $100 million, 
General? 

General Otsrep. Right. 

Senator GREEN. $100 million? 

General OLmstED. Yes, sir. 

Senator GREEN. Is that not the most we have ever spent in South 
America, more than we spent during the war? 

General OtmstEpb. Well, Senator Smith, I do not recollect the dollar 
value involved under lend-lease and I do not know the dollar value of 
the transfers that have been made since that time. Perhaps Secretary 
Miller can help on this question. 

Mr. Mituer. General, we have not had aay legislation which 
authorizes transfers to Latin America other than on a reimbursable 
basis, since the expiration of lend-lease. 

Senator Smirx. How do you mean reimbursable? Are these loans 
that they are going to pay us back for? 

Mr. Mriuuter. No, sir, the reimbursable arrangements are not loans. 
These countries buy United States matériel with cash on the barrel 
head. We had no legislative authority for any but reimbursable 
arrangements until the Mutual Security Act of last year. 

Senator SmitruH. I see. It began last year 

Mr. Miiuer. Yes, sir. As I understand it, one of the principal 
reasons for the grant-aid program in military terms, is to help rehabili- 
tate some of the existing equipment that these nations got under lend- 
lease and which has deteriorated since the war to a point where their 
forces would not be effective in hemisphere defense. 

[ said, before you came into this room, General Olmsted, that | 
thought—this is off the record. 

(Discussion off the record.) 

General Outmstrep. One other comment might be spoken on the 
record, 
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PROGRESS ON NEGOTIATING BILATERAL AGREEMENTS WITH AMERI( 
REPUBLICS 


It is true we have been slow, apparently, in getting this progr: 
under way with the Latin-American countries, but last year was | 
first vear in which they were made eligible for this tvpe of grant assis 
ance. It was necessary to negotiate specific bilateral agreements w 
each of those countries, which took time 

The first of these negotiations commenced the first week in Januat 
I think we have made fine progress. 

Senator GREEN. Are they all finished? 

General OLMsrep. We have not concluded our arrangements w 
either Uruguay or Mexico. The others have been completed. 

Mr. Minuer. In the case of Chile, General Olmsted, the signing 
expected to occur shortly, I understand; and in the case of Colomb 
there are still one or two details to be ironed out before signing 


PAST, PRESENT, AND FUTURE SUMS FOR MILITARY ASSISTANCE TO 
LATIN AMERICA 


Senator Smiru. Let me get the calendar. I take it what vou 
talking about now—these arrangements were made under the $38 
million unobligated of last vear, 1952, and what vou are trving to d 
now is asking for an authorization of S62 million to go into the secon 
round, this vear. Is that right? 

General Otmsrrep. For the next vear. 

Senator Smiru. Fiscal year 1953? 


General OLMSTED. Yes. This, as we see it, W ill complete the Capita 


equipment of the forces they have now designated for the defense o 
the hemisphere 

Senator Smirx. And in fiscal vear 1954 we will not have to rep: 
that again? 


1 


General Otmstrep. Except as we may either have a change in t! 
program as there may be a maintenance factor which they may 1 
vet be able to absorb fully on their own shoulders 

Senator Smirg. And so in fiscal vear 1954, that will be to mainta 
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General O_mMstep. Maintenance, that is right; on the maintenan 
level 

Senator Smirn. That is the same line that they gave us on tl 
North Atlantic; when they have the capital equipment, then it is only 
maimtenance, 

General Oumsrep. I think that is right, sir. And, as was explain 
today, we have already gotten to that point in the Philippines ai 
Thailand. We are over the hill on capital investment and are fall 
back now to a maintenance level. 

From the military standpoint, in Greece and Turkey, the reaso! 
why thev are so high is that we are getting into the air side, moder! 
air support for those Turkish and Greek forces; but we can see it wor 
out in those countries either where the program is limited or wher 
there have been several Vvears of time behind it, as in the cas 
Greece and Turkey 

Senator Smirx. Then obsolescence will set in and we will have 
start all over again, would we not? [| mean, our tanks of today, the) 
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say those old tanks of the last World War are not any good in Korea, 
and they say that our planes of the last war are no good, “We have got 
to get jets.” How long do they last, General? 

General Otmsrep. Well, the life of jet aircraft is about 5 years, 
Senator Smith—but may | answer your question off the record? 

Senator Smirx. Yes; | was interested in hearing it. 

(Discussion off the record.) 

Senator GREEN. Any further questions? 

Senator Witey. One thing more we can put on the record, and 
perhaps this is the place. Senator Smith said that he heard it on the 
tloor—— 

Senator Smita. It was not said on the floor, it was just told to me by 
one of my colleagues. 


UNEXPENDED AND UNOBLIGATED MILITARY ASSISTANCE FUNDS 


Senator GREEN. That there are this $100 billion of unexpended 
military funds. 

Now, I understand that in 1951 you did not get your money until 
October, and so in South America you could not get under way to 
meet your contracts until January, and you expect by the end of 
1952, that is, in July, the fiscal year, that all of these funds will be 
contracted for. 

Now, then, you are asking here for 7.9 for this over-all business 
and whatever goes into the military, you feel that probably by the 
first of the year you will have it contracted for, is that right, if you 
get the appropriation shortly, but if it drags along until Oc ‘tober, it 
will be delayed again and it will throw you like in this year. Am I 
right about that? 

General Outmsrep. That is right. 

Senator WiLey. Well, now, how much of the so-called military funds 
that have been appropriated up to date and that are unobligated 
how much of it is unobliguted? 

General Outmstep. As of today? 

Senator WiLtgEy. Yes; how much will there be—I mean of that which 
has been appropriated up to date, they are talking about $100 billion, 
up to date; how much will be unobligated by July 1? 

General Otmstep. May | answer that in two parts? 

Senator Witry. Yes. 

General Oumstep. First, the mutual defense part, that is covered 
by the mutual defense appropriation. 

Senator Witey. Yes. 

General Otmstep. And the Defense Department’s own appropri- 
ation. 

Senator Witey. Yes. 

General Oumstep. In the mutual defense appropriation as of today 
there are between $3 billion and $4 billion unobligated that is not 
vet contracted for but, as Secretary Lovett said to this committee, 
by the end of this fiscal vear it will all be obligated except some $300 
million to $400 million that must be held back. 

Senator Witey. All right. 

General Otmstep. Now, still talking about the Mutual Defense 
fund on the expenditure side, that is, for everything received from the 
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production line and paying for it as we get it, there is today a lit 
over $9 billion of money unexpended. That is work in process. 

Secretary Lovett testified that as of June 30 that figure will 
about $7,500,000,000, and as of June 30 next year, at the conclusic; 
of fiscal year 1953 that figure will be a little over $5,000,000,000 a: 
his belief, or the belief in the services is that you need just about 
year’s appropriation to cover this working process. 

Now, that does not mean that every item we buy has more than 
12-month lead time but some items have so much more than 12 mont! 
that a portion of the money we get in 1953 we will actually expend 
1953, but we will not expend in 1953 all of the money we have app: 
priated now. 

If we make a contract today for an aircraft that takes 24 month: 
to build, ‘that money will not be spent until 1954 fiscal year. Ss 
when I say at the end of fiscal year 1952 we will have some $7,500 
000,000 unexpe ‘nded and at the end of fiscal year 1953 we will hav: 
little over $5,000,000,000 unexpended, that is not all the current ye: 
appropriation, some of it is from the preceding year’s aitndetiatio 


UNEXPENDED AND UNOBLIGATED NATIONAL DEFENSE FUNDS 


Now, on the Defense Department’s own appropriation, that real 
is not my business, but | did hear Secretary McNeil testify on t] 
the subject yesterday before the House. 

He said that the Defense Department's unobligated funds as of now 
are in the vicinity of between $30 billion and $40 billion and that th: 
would be unobligated by the end of this fiscal vear. 


ASSISTANT SECRETARY OF DEFENSE, 
Wash ngion, dD, t ipril 
Hon. Tom ConNALuy 
Chairman, Committee on Foreign Relations, United States Senat 

Dear Mr. CuartrmMan: In response to the request made to General Olm 
for submission for the reeord of a statement concerning the Department of D 
fense appropriation picture, attached is a table which summarizes for fiscal \ 
1951-53 the actual and projected obligations and expenditures for the Dep 
ment of Defense in relation to the funds available for obligation and expenditu 
These projections are based upon the program submitted to the Congress in « 
nection with the fiscal year 1953 budget request. 

Sincerely, ; 


W. J. MeN 
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Obligations and expenditures of available funds 


[In billions of dollar 


New obligational authority 
Unobligated balances carried into fise 
Fiscal year 1951 new obligational author 
Fiscal year 1952 new obligational aut 
Fiscal year 1953 new obligational authority 

juest)? 
Total available for ob! 

Obligations against available auth 
Fiscal year 1951 obligations 
Fiseal year 1952 obligations (estimated 
Fiscal year 1953 obligations (estimat 


itions, fiscal year 


ii VE ‘ 
“1 vear 1952 expend 
Fiscal year 1953 exp. 


Potal expenditures 


' Excludes pending deficie: 
? Excludes $3.5 billion pr 
increase 
3 Excludes estimated $1.5 billion expend 
4 Office of the Secretary of Defense 


I do not recall his figures on expenditures, but they have the same 
problem in the things they are buying for our United States forces 
that we have here in buying for our allies 

I can get those figures for vour record or send you a little memo 
randum, if you like. 

Senator Witry. Well, if the record can be made clear that on or 
about the Ist of July of this vear in the so-called military, as dis- 
tinguished from the 7.9 or the mutual-aid proposition, that $30 
billion to $40 billion that are not now obligated will be obligated, 
and by that it means that the United States Government has con- 
tracted for specific articles which it is responsible for under contract 
then there should be, it seems to me, no discussion about the vast 
sums of money that are unspent in that sense, because they really 
are, in a legal sense, they are really set aside to pay an obligation 
when and if the other party performs. 

Senator Smiru. If they are appropriated 

Senator Witey. That is right. 

General Otmstep. We will send vou, for vou to put in the record, 
a letter from the Assistant Secretary of Defense, Mr. MeNeil, covering 
those points. 

Senator GREEN. Thank vou. Any other questions? 

(No response. ) 

Senator GREEN. Thank you very much, General! 

Mr. Woop. Mr. Chairman, there now remains to be covered the 
balance of the presentation which we started several days ago, on the 
military, economic, and technical-assistance programs in the Southeast 
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Asia area in Formosa, China, Burma, the Philippines, Thailand, and 
Indonesia. 


MSA PROGRAM FOR FORMOSA 


We have already covered the military program in Thailand and 
the Philippines, and I would like to proceed now with the military 
program in Formosa, and follow that with the economic technical 
assistance program in Formosa. We will go as fast and as far as w 
can before we have to adjourn. Here are the three pick-and-shove! 
men again before you. All right, proceed, General Olmsted, with 
Formosa. 

General Oumsrep. Mr. Chairman, the military objective for our 
program on Formosa is the provision of military assistance and 
training in order that the Chinese forces on Formosa will be able to 
defend the island. 

Senator Smit. Is that General Chase’s operations? 

General Otmstep. Yes. sir. 

That is shown on the first sheet here, and the major items are on 
the second. 

NATIONALISTS’ DOLLAR RESOURCES 


Senator GrreEN. What is the Chinese Government spending? Are 
they spending huge sums, or have they spent it? 

General Otmstep. Do you know the answer to that? 

Mr. Woop. Mr. Cleveland can speak on that. 


TESTIMONY OF HARLAN CLEVELAND, ASSISTANT DIRECTOR FOR 
EUROPE, MSA 


Mr. CLevevanp. They ran those down during the first 18 months 
or so that they were there, both buying military and also civilian 
goods covering a very large deficit that they ran as the result of 
having all those people on that little island, and they are said now 
to be down to an amount of foreign exchange, available for use, of 
probably $30 million or less. 

Senator GrRreEN. Are they supposed to deposit part of those funds 
to their own private use? 

Mr. CLevevanp. It is said, and it is no doubt true, that some 
Chinese have deposited in this country private funds of a considerable 
magnitude. I don’t know of anybody that knows just how much, 
and even if you had the figures as to how much was deposited in this 
country, it would not tell you very much, because South America and 
other places also have deposits. But as far as funds available to the 
Nationalist Chinese Government to buy these things with currently, 
or to sell on the local market 

Senator Green. This is their statement, vou mean? They have 
so much left? 

Mr. CLevELAND. This is their statement. 

Senator GREEN. What is the basis of your statement? 

Mr. CLEVELAND. It has been very carefully checked by our mission 
in the field with the Central Bank. I think that we know pretty 
accurately what the assets of the Bank of Taiwan, which 1s the 
depository for the Chinese Government, actually holds for the Chinese 
Government. 
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What we don’t know and what the Chinese Government doesn’t 
know and what probably even our Treasury has no firm way of finding 
out, is the deposits in this country by private Chinese individuals, 
some of whom are in this ‘country today, of course, and not on 
Formosa. 


MILITARY ASSISTANCE PROGRAM FOR FORMOSA 


General Otmstepb. Just about a year ago under General Chase we 
established a mission. It is our second largest mission today. It 
has the assignment not only of calculating the requirements, assisting 
in the training, use, care, and maintenance, but also in the actual 
tactical training of the Chinese forces. 

Our American instructors now reach right down to the battalion. 
The military assistance already provided has not only improved the 
political stability on the island but intensive training by United 
States instructors has improved their combat capabilities. 

The ground forces are being completely reorganized from an 
uncoordinated mass where coordination was unknown, to an increas- 
ingly well-coordinated team. The Chinese have agreed to a reduc- 
tion in divisions without decreasing their men under arms, in order 
to reorganize along United States lines. Adequate quantities of am- 
munition have been received, which permits training under fire, 
previously lacking. The planes they possess have been made op- 
erational and the pilots have undergone training to support the 
ground forces. 

The Navy is being completely rejuvenated to bring it up to a state 
of effectiveness. It had been permitted to decline to a point where 
most of the units could no longer put to sea. There is now being 
created a bedrock basis to build upon. 

As the flow of equipment increases, the armed forces’ capacity to 
properly utilize the arms will have been created by thorough training 
and instilling of knowledge of proper maintenance methods. 

The potential of the Nationalist Government of the Republic of 
China forces for the defense of Formosa will have been increased from 
one of grave doubt to one of well-founded confidence. In the light 
of the fact that there are crowded on the island 600,000 people im- 
ported as armed forces, supported by a native population of 7,000,000, 
there is little opportunity for self-help that is not sponsored by 
financial assistance from the United States. The Nationalist Gov- 
ernment of the Republic of China’s self-help program is mostly in the 
realm of coordination in order to become competent in handling 
modern arms. 

The small arms are manufactured on the island as well as materials 
for building roads and fortifications, but this indigenous war produe- 
tion is backed directly or indirectly by economic assistance from the 
United States. 

To sum it up, then, Mr. Chairman, the money which we are asking 
for this vear will complete the initial equipment on the ground. It 
will put their Navy in satisfactory maintenance condition. This will 
put their air force in an operational condition. 

Senator SmirH. How are the deliveries there? Are the deliveries 
up to date? 
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General OLmsteEp. Percentagewise, Senator Smith, we have delivered 
a higher percentage of the 1951 program to Formosa than to any of 
our partners. Of course, 1951 was their first program, and they 
started quite barehanded, so there was quite an urgency. 

Now, a team of officers have just returned from out there, and they 
have canvassed the situation with our far eastern command, and it 
is our hope that we will be able to divert stocks from our far eastern 
command to complete the fulfillment of the 1951 and 1952 program 
rather rapidly. 


SIZE AND USEFULNESS OF NATIONALIST ARMY 


Senator Smirn. What do you figure the effective size of that army 
there is? There are about 600,000, I think, altogether, but I was 
told there were only about 250,000 effective fighters. Is that figure 
too low? 

Senator Smira. That many? 

General OLMstED. Yes, sir. 

Senator Smrrxa. Would they be available either for work in Korea, 
or, if we had Indochina troubles, for use in Indochina? 

What I am thinking of is this. When 1 was there, I was told by 
inanyv sources that we would be wise to train more Asiaties to fight 
Asiatics. The suggestion was made that the Communists had large 
reserves on the Indochina border and they might move over most 
any time. 

The query was whether we would have to throw some of our boys 
in there to stop that, or whether we could use this trained Chinese 
army to resist that by attacking possibly the rear or perhaps taking 
Hongnam or something of that sort. I am interested in that. Do 
vou think those fellows are in shape to take on an assignment of that 
sort? 

(Discussion was had off the record.) 

Senator Smrrx. | gathered that in talking to him. He felt they 
could be made ready. He gave me lots of encouragement in regard 
to that situation. 

(Discussion was had off the record.) 

Senator Samira. | am very glad to hear you say that. 


CLARIFICATION OF FIGURES 


1 am not quite clear, Mr. Wood, the way these figures are here, 
you have got this in column 1, just taking Formosa, What is the 
explanation for that? 

Mr. CLevetanp. The figure in the MSA column and the figure in 
the economic and technical assistance column is the same figure. The 
total economic and technical assistance is simply the sum of the two 
columns preceding the MSA and State column. 

Senator Smira. You have some rather different figuring a littl 
further down. Take Pakistan. You have got 33 million under 
“State” and then 33 million under “Technical assistance,’ and then 
total, 33 million. 

Mr. Woop. The next to the last column is the total economic and 
technical assistance. In the case of Pakistan, the program consists 


©>* 


solely of 335 million of economic and technical assistance adminis 
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tered by State, that is, by the TCA Administration. That figure 
appears opposite Pakistan in the column headed ‘State’? and also 
in the column showing total economic and technical assistance. 

You will see, Senator Smith, in each case that your total assistance 
column is the sum of the figures on the line opposite a given country, 
a sum of all the figures, including the military, MSA, or the State. 
And that the next to the last column is the total of the economic and 
technical assistance. 

As I testified yesterday, we do not in any case have both MSA and 
State operating in the same country. There are two areas covered 
by title IIL. One of these areas is south Asia, on which Mr. Bingham 
testified, and where the point IV or Technical Cooperation Adminis- 
tration is in charge of the program. 

The other is the area which we are now discussing—soutbeast Asia, 
where the Mutual Security Agency is in charge of administering the 
program. 

Senator Smira. MSA does not mean military, then? 

Mr. Woop. No; MSA means Mutual Security Ageney. DOD 
means Department of Defense. It is the heading for the first column 
in Which all the military assistance is shown. 

Senator Green. Any other questions? 


ECONOMIC AND TECHNICAL ASSISTANCE TO FORMOSA 


Mr. Woop. If there are no further questions on the military pro- 
gram in Formosa, and if General Olmsted has finished with his descrip- 
tion of that program, may we move on to a presentation of the economic 
and ee assistance program in Formosa. Mr. Cleveland. 

Mr. CLevetanno. Mr. Chairman, could I just call your attention 
to this blue-covered book, as I think it will save a good deal of time in 
the presentation of this area. 

Senator SmMirH. What page are you on? 

Mr. CLEVELAND. There is a statement on the Formosa program 
which starts on page 12 and goes on for four pages thereafter, ending 

page 15, and I think in view of the availability of this text and the 
figures that go with it, | probably do not need to go into great detail. 

| would like to summarize the kinds of things that the United States 
Government is doing, is having to do in Formosa, given the situation 
that is created there by the presence of the relatively large Chinese 
lorces 

Senator GREEN. Before you go on, may I ask when you speak about 
people in Formosa, in my mind they are divided into two classes. One 
is the native population and the other is the Chinese occupation army, 
and I would like to have you distinguish as to which you are talking 
about. 

Mr. CLeveLanp. When I was talking just then, I was really talking 
about a combination of the two. On the island you have got some- 
thing over 7,000,000 Formosans, native people. 

In addition to that, you have got probably a little over 2,000,000 
mainland Chinese, of which about 600,000 are the troops, and the rest 
are Government officials and other people who came over from the 
mainland at the time of the fall of the mainland area to the Chinese. 

The economic problem with which the Chinese Nationalist Govern- 
ment, which is in charge of the island, is faced is, of course, as a result 
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of superimposing on the 7,000,000 people, and on an island whic! 
while it is not devoid of resources, has limited resources, superimposin 
something over 2,000,000 people, including in that 2,000,000 more tha 
a quarter of them which are troops being trained, their equipment bei: 
modernized, requiring additional facilities, airfields, barracks, and s 
forth—— 


FORMOSAN PARTICIPATION IN NATIONALIST GOVERNMENT 


Senator Green. Did the Chinese take over the Government? 

Mr. CLEVELAND. Previously Formosa was a province, was treate 
as a province administratively. 

Se “apo GREEN. It was the Formosan Government, was it not? 

Mr. CLeveLanp. Prior to the war, of course it was a colony o 
tun After the war, although there was no juridical dispositio: 
of the Formosa case, it was decided, you will remember, at Cairo 
that it would become part of China for administrative purposes, an 
after the war the Chinese Government did in fact take it over admi: 
istratively, appointed a governor, a provincial governor. 

Senator Green. The Formosans themselves haven’t they ha 
any 

Mr. CLevetanp. Formosans themselves have participated in th 
jateueean The administrator of agriculture in Formosa, for ey 
ample, has been a Formosan. ‘They have, I think, two positions i: 
Gov. K. C. Wu’s provisional cabinet, if I am not mistaken. 

Senator SmirxH. Since K. C. took over, they brought the Formosan: 
into it. I went into that when I was there before. They brought 
the Formosans in very much. 

Mr. CLevetanp. K.C. Wu, as you know, Senator Smith, has prove: 
to be a very aggressive and very successful administrator. 

Senator Smrru. He is a Princetonian. 

Mr. CLevELAND. He is a Princetonian and that probably account 
for it. 

Senator Smiru. That accounts for it. 

Mr. Woop. I think you put it too mildly, Senator. 

Senator SmirH. Thank you. 

General O_mstep. He also went to Grinnell College in Iowa, Sen: 
tor. 

Senator Winey. Now we have got his foundation. 

Mr. CLevetanpb. As a Princetonian, I will have to agree with yor 

But one of the things that he has particularly done is try to esta! 
lish a relationship between the Chinese Nationalists and the Formo 
sans, and he has done it very successfully. 

Another very important factor in that, in establishing that relatior 
ship, as you know, sir, has been the joint commission on rural recon 
struction. He has really been out in the country doing somethu 
about the lot of the Formosan farmers. 

Senator Smiru. Isn’t that part of your technical assistance pro 
gram now? 

Mr. CLeveLaANnb. That is part of this program now. 

Senator Smirx. Schenck is in charge of the whole works, isn’t he 

Mr. CLevetanp. He is in charge of the mutual security missio! 
there, and there are two Americans who are members of the join! 
commission on rural reconstruction which operates, in effect, joint! 
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inder the wing of our mission there, and of the Chinese Nationalist 
Government. 

Senator SmirH. Well, this requested authorization here is for the 
carrying on of that work, which | think has been very effectively done, 
and I am very much for it. 


PURPOSES OF FORMOSAN MSA PROGRAM 


Mr. CLEvELAND. This program here really has five different pur- 
poses, all of which are related to the situation there, if | could just 
summarize them briefly. 

Senator GREEN. Enumerate them. 

Mr. CLEVELAND. One is the carrying on of the work of the joint 
commission on rural reconstruction. 


ECONOMIC STABILIZATION ON FORMOSA 


Second is the stabilization of the economy, the huge Government 
military expenditures by the Nationalist Government, partially in 
connection with the build-up and modernization of the forces causes 
a tremendous inflationary pressure, and, of course, has to be taken off 
of that which is the only method readily available, which is the 
importation of sufficient goods to keep the situation on a reasonably 
even keel. 

That has been pretty successful over the last 2 years. Two years 
ago most of us would not have predicted that it would have been 
possible to keep the lid on in the presence of such huge Government 
expenditures in Formosa. 

Senator SmirH. I was there in 1949 and I did not think it was 
possible. Just 2 years later the whole thing was in good shape. 

Mr. CLEVELAND. But it has been possible to keep that lid on. 

Senator Witey. After a good Princetonian man went there. 

Mr. CLEVELAND. So a part of that has been the result of very good 
cooperation between the MAG there and the MSA mission. 

General Chase has, at our suggestion, gotten in several budget 
people, Army fiscal people, whose job it has been to review the expendi- 
ture side of the military budget, and the result of that has been this. 

The Chinese first came in with a budget into the Economic Stabili- 
zation Board, in which we participate, with a budget of something like 
5 million new Taiwan dollars, or about half a million of ours, and they 
managed to cut it down to just over one. ‘There has been a very 
detailed and very aggressive screening job done by the military side. 

At the same time we have had people on our mission working on 
the problem of getting the most out of the Formosan economy, both 
as far as industrial production and agricultural production are con- 
cerned, and also as far as revising the tax system, and so on. 

The former budget director of the State of Pennsylvania over there, 
sill Sponsler, has done an amazing job in getting their revenue up 
so the combination of trying to squeeze the expenditure down and 
vetting the revenue up to the extent that the budget could be balanced, 
as it could not be in the presence of these big military expenditures, 
closed that gap with the importation of goods that could be sold on 
the local market and help stabilize the situation. 
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It has been possible to sweat down an inflation that 2 vears ago 
the wholesale price index was going up about 80 percent a year, to 
situation where it is going up only a very moderate amount toda) 
So the stabilization thing is the most expensive part of this total 
program because it involves the importation of commodities. That is 
a different thing in kind from the thing that is being done in oth: 
technical assistance and economic programs in other parts of Asia 

Senator Smirx. This rural rehabilitation began on the Chin 
mainland. 

Mr. CLeveLaAnpb. It began on the China mainland. 

Senator SmirH. They just took it over and developed it further o1 
Formosa. 

Mr. CLEvELAND. That is right. It has really had a chance to ge 
going on Formosa. And as a result, in Formosa I think there ar 
probably fewer Communists per capita than any place in Asia, in spit: 
of the fact that it is under direct pressure of the Chinese Communists 
In addition there is the common use program which for next year is 
$35 million out of this 115. 

Senator GREEN. I am sorry, we will have to adjourn this hearing 

Mr. Woop. Mr. Chairman, could we have 2% to 3 minutes just to 
finish this brief catalog of the five purposes? I think it weuld by 
unfortunate to break off right here. 

Senator GREEN. How much more is there that you want to put in” 
We have heard quite a little bit about Indochina, as vou know. 

Mr. Woop. We could finish, I feel confident, unless there are som: 
questions which we do not anticipate, we could finish with the presen- 
tation of the story on Southeast Asia in perhaps half an hour to forty- 
five minutes. 

Senator Smirv. | can’t do it now. 

Mr. Woop. Could we do it tomorrow? 

Senator GREEN. We will meet tomorrow at 9:30. 

(Whereupon, at 4 p. m., the committee adjourned, to reconvene at 
9:30 a. m., Friday, April 4, 1952.) 
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The committee met, pursuant to adjournment on Thursday, April 3, 
1952, in the committee hearing room, United States Capitol, at 
9:30 a. m., Senator Theodore Francis Green, acting chairman 
iii, presiding. | 
just es . Present: Senators Green (acting chairman), Sparkman, Wiley, and 
org Smith of New Jersey. . 

Present of committee staff: Dr. Wilcox, Mr. Marev, Mr. Holt. 
put in? Senator Green. I think we had better go ahead, Mr. Wood. 


TESTIMONY OF C. TYLER WOOD, ASSOCIATE DEPUTY DIRECTOR 


C SOT 


presen FOR MUTUAL SECURITY; HARLAN CLEVELAND, ASSISTANT 
- forty- DIRECTOR FOR EUROPE, MUTUAL SECURITY ADMINISTRATION ; 


MAJ. GEN. GEORGE H. OLMSTED, DIRECTOR, OFFICER OF MILI- 
TARY DEFENSE, DEPARTMENT OF DEFENSE; AND JOHN M. 
ALLISON, ASSISTANT SECRETARY OF STATE FOR FAR EASTERN 
AFFAIRS 


Mr. Woop. Mr. Cleveland was in the middle of discussing the 
economic and technical assistance program for Formosa when we 
adjourned vesterday. Let us proceed from that point 

We have, Mr. Chairman, until what time—10:15? 

Senator GREEN. It is up to vou. 

Mr. Woop. We will proceed as rapidly as possible. 

Mr. Cleveland. 

Senator Green. Off the record. 

Discussion off the record. 

Mr. Woon. If I mavy offer this for insertion in the record, it is a 

Senator GREEN. Say what it ts. Identify it. Identify it for the 
record 

POLICY GUIDANCE ON FAIR LABOR STANDARDS 


Mr. Woop. It is entitled “ Policy Guidance Regarding Labor and 
Manpower Aspects of Technical Cooperation Program,” and it relates 
to testimony, Mr. Chairman, which was given vesterdas 

Senator GREEN. I understand it is supplementary to testimony of 
yesterday? 

Mr. Woop. That is correct, sir. 
Senator GREEN. It will be put in the record. 
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(The document referred to, Policy Guidance Regarding Labor and 
Manpower Aspects of Technical Cooperation Program, is as follows: 


Poticy GuiIpaANcE ReGARDING LABOR AND MANPOWER ASPECTS OF TECHNICA! 
COOPERATION PROGRAM 


The Technical Cooperation Administration is responsible for administering th« 
point IV program in such a way as to encourage in participating countries th 
establishment of fair labor standards and the development of free labor unio 
movements as collective bargaining agencies. This has been given explicit legis 
lative confirmation in sections 516 (3) and 528 (d) of the Mutual Security Act. 

Section 528 (d), amending section 407 of the Act for International Develop- 
ment, requires that in carrying out the point IV program, “‘participating countries 
shall be encouraged to establish fair labor standards of wages and working condi 
tions and management-labor relations.”’ 

In section 516 (3), the act also declares it to be the policy of the Congress that 
all aid programs authorized by the legislation shall be administered in such a way 
as ‘‘to encourage where suitable the development and strengthening of the free 
labor union movements as the collective-bargaining agencies of labor within such 
countries.” 

The following considerations will serve as a guide to technical cooperation 
officers both in Washington and in the field in carrying out their responsibilities 
for insuring that these provisions are fully carried out. 


I. GENERAL POLICY OBJECTIVES 


1. The point IV program should be carried out in such a way as to achieve a 
balanced economic and social development that will result in the increased well 
being of the mass of the people in the participating countries. Care should be 
taken to see that economic development tends to reduce, rather than increase, 
the exploitation of workers, and does not result in preventable social problems. 
Workers should share equitably in benefits resulting from increased productivity. 

2. To increase national productivity, it is essential for countries to take measures 
to develop and conserve their manpower resources. Such measures include the 
training of manpower, the introduction of improved methods of production and the 
establishment and maintenance of working conditions that are such as to promote 
a high level of morale, efficiency, and production. The prevention and solution 
of workers’ problems are important in achieving increased production. There- 
fore, the techniques of modern labor-management relations, as well as of modern 
production methods, constitute a means of carrying out point IV objectives 
Developmental planning should take into account the fact that development is 
invariably accompanied by a desire on the part of workers—whether industrial or 
rural—for adequate sharing of tangible benefits and for mitigation of hardships 
involved in social and human adjustments to economic development. 

3. A strong free trade-union movement will contribute to all of these objectives 
and is the best assurance against the invasion of worker’s groups by professional 
Communist and other revolutionaries. It is, therefore, clearly in the interest of 
the United States that the allegiances and organizational activities of rural and 
industrial workers develop along lines which are consistent with our democratic 
goals. 

II. SPECIFIC PROGRAM GUIDES 


Since the actual situation varies greatly from country to country, each technical 
cooperation mission will have to make an independent evaluation of program needs 
as a basis for determining the steps that should be taken to implement these 
policies. Although special program guides may be forthcoming from Washington 
from time to time, the basic responsibility for program development lies with the 
country missions. 

A. Mission responsibilities 

1. Each member of the TCA mission, irrespective of his speciality, is expected 
to give adequate consideration to these policies and to the labor aspects of each 
point IV project. 

2. The importance of the labor aspects of each stage of the development pro- 
gram should be made clear to representatives of participating governments 
throughout all discussion and negotiation. 

3. Efforts should be made, whenever feasible, to interest participating govern- 


ments in measures designed to implement sections 516 (3) and 528 (d). 
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B. Staffing 

Specific staffing patterns to facilitate the implementation of the policies outlin ied 
herein will be determined in individual countries on the basis of the needs and 
character of the program and the situation in the country. 


C. Program development 

1. In developing country programs every effort will be ma vy the country 
director and his staff to see that the programs aid in achieving the objectives of 
these sections of the act. 

2. TCA missions will encourage the use of available technical cooperation 
facilities in appropriate fields of government administratio oncerned with labor 
affairs and manpower utilization, such as: 

(a) Industrial training and apprenticeship; 
(b) Industrial safety and health; 
(c) Wages, hours, and other conditions of work 
(d) Labor law administration; 
(e) Labor market analysis and migration; 
(f) Employment service organization and unemploy! 
(g) Labor statistics; 
Labor-management relations: 
Trade-union structure and operations; 
Workers education; 
Special problems relating to agricultural employment 
Special problems relating to employment of women and children. 

3. Appropriate assistance in the above categories will be available to manage- 
ment and labor organizations. Such assistance will have to be worked out in 
consultation with management and labor groups but will, of course, be in accord- 
ance with understandings or agreements reached with the governments of the 
countries involved. 

4. Projects should provide both for the services of technicians in the respective 
countries and for the training of foreign nationals in the United States, in the 
country involved or in another country in the same region \ proper balance 
should be achieved between these two means of assistance. Since the other 
governments are not familiar with the training facilities available in the United 
States, it will be necessary to explain these services in detail to governmental 
agencies, industrial establishments, and unions. The — ‘partment of Labor pros- 
pectus on training programs in labor fields may be helpful in this connection. 

5. In considering the labor aspects of various cratebta the ILO and other 
appropriate standards should be taken into account 

6. Labor officers advising country directors should participate in the develop- 
ment of all continuing and new technical cooperation projects to insure that the 
labor and manpower aspects of projects are specifically and adequately dealt with 
Technical cooperation officers should consult with the labor attaché or labor 
reporting officer regarding trade-union movements, economic and political 
role of labor and the development of labor prob lems in general 

7. Wherever desirable, there shall be included, especially in connection with 
projects relating to the development of long-term production of raw materials for 
United States purchase, continuing and appropriate manpower programs that wi 
promote increasing productivity and the development of good relations with 
workers, and in terms appropriate to the particular situation, specified labor 
standards. 

8. With progress in the fields of agriculture, health, education, industry, ete 
the need for labor projects will grow. A program review of the labor aspects in 
all of these fields—for example, the need for a minimum wage program for wage 
workers in agriculture—should be made in the e: iases of projects in order té 
prevent insofar as possible the occurrence of incipient e) vhich otherwise may 
accompany development. 

9. United States business plays an important role in th mie life of many 
underdeveloped countries. It is envisaged that the activit f private com 
panies will increase with the development of point I\ ! ct Their labor 
practices may exert a substantial influence upon the attitudes of f { 
toward the United States and its policies The country direct 1 the) af 
shor ld, in cooper ation with other mission personnel, mii é ) 1 ig effort te 
acquaint represents itives of these compan ies with the impact heir labor prac- 
tices abroad upon the objectives of the poi it IV program. 

10. Basie to the development of worker support and of free trade-u s are 
lefensible wage-price relationships. Consideration should be given as appropriate 


} 
/ 
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in each country to (1) requests from participating governments for technical as- 
sistance to governments on price-wage problems arising from inflation and as- 
sistance to governments in combating inflation and (2) ways and means to us 
economic assistance projects for raising the level of real wages, including t} 

sharing in benefits from increased productivity. 

11. Wherever appropriate the United States should encourage participating 
governments to enact legislation promoting fair labor standards of wages a: 
working conditions and to permit workers to organize freely and such oth; 
legislation as may be necessary to provide an environment favorable to thi 
development of a free labor movement. Enforcement or administration is 4 
important as enacting legislation. 

12. Wherever it is found possible, after careful inquiry, arrangements shou 
be made to plan technical cooperation and to direct economic aid which floy 
from it in such a way as to favor free trade-unions as against Communist-don 
nated unions. 

13. There should be an exploration of the possibility of providing techni 
assistance to free trade-unions to undertake (1) labor education programs throu 
such means as trade-unions, educational centers, labor schools and institut: 
labor libraries, and labor press facilities, and (2) special welfare activities { 
members and their families, for example, recreation facilities, health center 
housing, and adult education projects. 

14. A special effort should be made immediately to devise ways and means 
measuring the results of projects undertaken to carry out the labor sectior 
of the act. 

15. The International Confederation of Free Trade Unions and affiliated tra 
secretariats are important private international organizations which hold anumlby 
of objectives in common with the United States Government, including oppositi: 
to aggressive totalitarianism. Toward these ends this Government shou 
cooperate in an appropriate manner which neither interferes nor appears 
interfere with the independent functioning of either these organizations or t} 
Government. 


Mr. Woop. Mr. Chairman, may I also offer several other things fo: 
insertion in the record. | have had these prepared with a view to 


making available for the record information on certain points whic! 
may be useful to the committee. 
Senator Green. If vou will tell us what they are. 


Mr. Woop. If | may do so. 


RECORD OF COMPLIANCE WITH MSA ACT OF 1951 


In the first place, there is a document which has the title “Reco: 
of Compliance with Certain Specific Requirements of the Law a 
Expressions of Congressional Intent.” This is a rather complet 
statement covering the actions which have been taken to meet certa 
requirements which were imposed by the Mutual Security Act 
1951 

It deals, for example, with section 511 of the Mutual Security Act 
That is the section which we have discussed here on several occasior 
and which calls for certain assurances from countries receiving milita 
or economic assistance, 

Senator Green. Does it deal, for instance, with one matter 
this is for illustration——that came up the other day, where I found th 
the ‘fair share’ to be paid by a foreign country meant “nothin 
in such cases? 

Mr. Woop. This particular paper does not. This relates to thos 
provisions which were put into the Mutual Security Act itself 
vear, and not generally to the Act for International Development. 

Senator Green. And that will complement that? 

Mr. Woop. That is correct, sir. 
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Senator GREEN. How many pages are there? 

Mr. Woop. This is quite voluminous. ‘There is a total of 39 pages, 
hut it covers a great many subjects. 

Senator GREEN. Do you think it would be better to go in the record 
or to just make reference to it in the record? 

Mr. Woop. I should think it is a matter of sufficient importance 
so that, if the committee wishes, it might properly be put in the 
record, 

Senator GREEN. Very well. 

Mr. Woop. There it can be referred to. 

Senator GREEN. Put it in the record. 

Mr. Woop. It can be referred to with some ease, and if I may, 
| shall pass it along to the stenographer. 

Senator GREEN. Yes. 

The document entitled “Record of Compliance with Certain 
Specific Requirements of the Law and Expressions of Congressional 
Intent”’ is as follows: ) 

Che following statement is offered for insertion in the record by the Associate 
Deputy Director for Mutual Security, in order to sup; t his oral testimony 
before the Senate Foreign Relations Committee or in points as to which 
letailed information had been requested 


MUTUAL SECURITY PROGRAN 


{EcORD OF CoMPLIANCE With CERTAIN SpeEciFic REQUIREMENTS OF THE LAW 
AND EXPRESSIONS OF CONGRESSIONAL INT! 


JOINT UNDERTAKINGS FROM COUNTRIES RECEIVING MILITAR) 
ASSISTANC! 


tion 511 (a) of the Mutual Secruity 


receiving militarv, economic, or technical 


have agreed to 


ffort must 
“(1) Join in promoting international 
ning world peace; 
2) Take such action as may be mu 
ternational tension; 
“(3) Fulfill the military obligations which it 
ilateral agreements or treaties to which the | 
1) Make; consistent with its political and economic 
t1i0h permitte d 
ondition to the development and maintenance 


he defensive strength of the free world: 


a 


by its manpower, resources, 


5) Take all reasonable measures which ms 

apacities; and 

(6) Take appropriate steps to insure the 
ind military assistance provided by the 

Other countries, receiving economic or t 

order to-further military effort must, un 

* * join in promoting international understane 

aintaining world peace, and to take such acti 

pon to eliminate causes of international tension.”’ 

Section 511 “is intended to insure that any 
to authority contained in this bill shall contril 
States and shall be based on the principle of 
on the Mutual Security Act of 1951, p. 50 

Congress recognized that in many cases sectio! 
previously given in Mutual Defense Assistance 
bilateral agreements, as well as in various multilateral 
The eligibility requirement was therefore worded so that, a 
vas not absolutely necessary to demand a reiteration of 
recipient country ‘“‘has previously agreed (o commi 
nsection 511 (Senate Report on the Mutual Security Act of 


trent. alor 
Thie ) 
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It was, however, decided by the executive branch that because of the conc 
of Congress in enacting the new legislation, it would be desirable to obtain at le: 
a reaffirmation of previous undertakings, preferably in the exact language 
section 511. It was also considered advisable to approach all countries with t 
statutory language because lack of uniformity of treatment might induce suspicio 
of discrimination. To the extent that new agreements were legally required, it \ 
neeessary, under section 531, to consummate them within 90 days, following 
approval of the Mutual Security Act, i. e., by January 8, 1952. 


COUNTRY AND DATE OF REPLY NOTE OR AGREEMENT 


The following countries have given necessary assurance under section 511 (a 


Belgium, January 7, 1952 Italy, January 7, 1952 
China, January 2, 1952 Korea, January 7, 1952 
Denmark, January 8, 1952 Luxemburg, January, 8, 1952 
Ecuador, February 20, 1952 Netherlands, January 8, 1952 
France, January 5, 1952 Norway, January 8, 1952 
Greece, January 8, 1952 Peru, February 22, 1952 
Iceland, January 7 and 8, 1952 Philippines, January 7, 1952 
Indochina: Portugal, January 8, 1952 
Cambodia, December 28, 1951 Thailand, December 27 and 29, 1951 
Laos, December 31, 1951 Turkey, January 7, 1952 
Vietnam, January 3, 1952 United, Kingdom, January 8, 1952 
Indonesia, January 5, 1952 Yugoslavia, November 14, 1951 


The following countries have given section 511 (b) assurances: ! 


Afghanistan, January 24, 1952 India, January 5, 1952 
Austria, January 6, 1952 Iran,? January 5, 1952 
Bolivia, January 2, 1952 Iraq 
Brazil, January 8, 1952 Israel, December 7, 1951 
Burma, February 9, 1952 Jordan, January 5, 1952 
Chile, January 7, 1952 Lebanon, January 5, 1952 
Colombia, December 27, 1951 Liberia, January 7, 1952 (Receiy 
Costa Rica, December 20, 1951 January 22, 1952 
Cuba, January 8, 1952 Libya, January 21, 1952 
Dominican Republic, January 5, 1952 Mexico, January 22 and 23, 1952 
Ecuador, January 8, 1952 Nepal, January 8, 1952 
Egvpt, February 21, 1952 Nicaragua, December 24, 1951 
Kl Salvador, January 7, 1952 Pakistan, January 8, 1952 
Eritrea, January 8, 1952 (with United Panama, January 7, 1952 
Kingdom) Paraguay, January 5, 1952 
Ethiopia, January 8, 1952 Peru, January 7, 1952 
Germany, December 28, 1951 Saudi Arabia, January 8, 1952 
Guatemala, January 8, 1952 Uruguay, January 3, 1952 
Haiti, January 8, 1952 Venezuela, January 8, 1952 
Honduras, January 3, 1952 


Section 511 (b) assurances were not sought from Trieste, which is governed 
a representative of the United States and British Governments. Trieste rema 
eligible for economic assistance without adherence to section 511 (b 

Failure to give necessary assurances occurred in the following instances, w 
results here indicated: 


a. Military assistance 


[ran.—When it became apparent that Iran would probably not agree to 
section 511 (a) assurances, preparations were made to suspend military assista 
to Iran on January 8, 1952. The Department of Defense halted shipments 
all materials which were not off the pier by midnight of January 8. Similar 
no new Iranian students have been accepted for training since January 8. 


1 Several Latin-American countries on this list have recently or will in the near future also have 
sec. 511 (a) assurances, as military assistance agreements containing these commitments are currently | 
negotiated with them 

ran has not agreed to sec. 511 (a) but did give satisfactory assurance of its commitment to sec 
3 The note from Iraq is not clear as to whether it is presently fully effective or whether it requires Pa 


mentary ratification. This point is now being clarified 


mn 
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e conc h. Economic assistance 


in at le: Burma.— When on January 8 Burma failed to give the necessary 511 (b) assur- 
guage ances, MSA took the following measures: 

; with t (a) No new procurement authorizations, technical-assistance authorizations, or 
waEpick letters of commitment were issued obligating new funds. Nor did MSA make 
red, it v or approve further contracts under outstanding procurement authorizations 
wing technical-assistance authorizations, or letters of commitment 

(b) MSA did not reimburse or pay for any dollar commitments made by Burma 
after January 8, 1952. 

(c) MSA instructed United States Government procurement agencies to place 
no further contracts or orders and make no shipments of MSA-financed supplies 
not vet loaded aboard ship. 

(d) Use of counterpart already encumbered went forward as planned but no 
new approval of counterpart projects was given. 

(e) No Burmese trainees were sent to the United States or any other area 
under MSA financing after January 8 and no additional United States technical- 
assistance personnel were sent to Burma after that date except those hired pur- 
suant to preceding contracts entered into by the Burmese Government. 

On February 9 the Burmese Government gave the assurances required by sec- 
tion 511 (b) and the suspension was immediately lifted with the aid program re- 
suming as normal, 

Treland.— Assistance to Ireland has been furnished under the provisions of the 
Economic Cooperation Act of 1948. Section 115 (b) of that act requires that a 
country, as a condition of assistance, must express its adherence to the purposes 
and policies of that act. These purposes were amended by section 2 of the 

lutual Security Act of 1951 to include the purpose ‘‘to strengthen the mutual 
security and individual and collective defenses of the free world, to develop their 
resources in the interest of their security and independence and the national i 
terest of the United States and to facilitate the effective participation of those 
countries in the United Nations system for collective security.’’ In conformity 
with past practice, each country with which there was an Economic Cooperation 
Agreement was asked to amend that agreement in order to adhere to the new 
purposes. Ireland had done this on February 18, 1950, and again on June 7, 
1951, by notes stating that reference in the Economic Cooperation Agreement to 
the Eeonomic Cooperation Act of 1948 should mean that act as theretofore 
amended. This vear, the Government of Ireland was unwilling to express 
adherence to the purposes of that act as amended by the Mutual Security 
1951. 

Ireland was willing to sign the undertakings required 
Mutual Security Act of 1951, but these were additional 
the other requirement. Under the circumstances, su 
was required by law. 

The following consequences of such suspension continue to 
the fact that the necessary agreement has not been concluded 

(1) By January & the commodity program of $146 milli 
million in loans and $18 million in grants, was substantially 
approximately $150,000 remained to be actually disbursed 
related to contracts entered into by Ireland before Jam 
fact that refusing to make further disbursements would 
her own dollars for goods she had become liable for in reliar 
promise to bear the expense, this disbursement was mad 
ever, be re quired to make re payimen ts on certain past pur 
found not to conform to ECA regulations (i. e., excessive 
will not be reprogramed for Ireland. The 
termined since audits are not vet completed 

2) Of a total of approximately $1,350,000 in scheduled 
about $350,000 had been completed by January 8, 1952. Of 
million, approximately $100,000 had been contracted for 
legally permissible to make payments against this $100,000 
approximately $900,000 of technical-assistance projects that 
but not contracted for, was suspelr ded. 

(3) Approximately $18 million of counterpart depos 

account and are unencumbered. No ne 
without the approval of Congress. 
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c. Technical cooperation 

On January 8, 1952, the Technical Cooperation Administration was confront: 
with this situation: There were a few countries, of the many in which technica 
cooperation operations were in progress, which had not given the assuranc 
required by section 511 (b). However, in each of these instances negotiations fo) 
such assurances were in progress and there was strong reason to belfeve that 
satisfactory assurances would be received at a relatively early date. In each ot 
these cases cables were sent to the missions in these countries informing them 
the necessity of suspending the programs in those countries until the assurance 
were received. However, in view of the probability that negotiations would | 
successful and concluded within a matter of days and because of the expense to 
the United States involved in the return to the United States of the technicians 
at work in those countries, the technicians were instructed to remain at thé 
posts. Instructions were issued to suspend new dollar expenditures for con 
modities or equipment, and to refuse to accept Lew trainees who had not y: 
departed for the United States from the participating country. Recruiting of 
additional personnel in the’ United States for these countries continued and suc! 
personnel were given the required orientation and permitted to depart for the 
duty stations when it appeared that the assurances would be received before the 
arrival at destination. New program or project agreements were not undertak: 
until the assurances were received, 


2. ANTIATTACHMENT PROVISION 


Section 515 of the Mutual Security Act provides that: 

“All countries participating in any United States aid programs or in any inter 
national organization receiving United States aid shall be required to so deposit 
segregate, or assure title to all funds allocated to or derived from any program s\ 
that the same shall not be subject to garnishment, attachment, seizure, or other 
legal process by any person, firm, agency, corporation, organization, or gover! 
ment when in the opinion of the Director any such action would interfere wit! 
the attainment of the objectives of this act.” 

The conference committee report (p. 27) explained the purpose of this provisio 
as follows: 

‘Under section 604 of the House bill all countries receiving United Stat 
assistance are required to take steps to protect aid-program funds and propert 
from court attachment or seizure in connection with other matters, as in t! 
Belgian case. The Senate amendment contained no such provision 

‘The conference agreement contains the House language with modificatior 
The original House language might have been interpreted to mean that a farme: 
with an ECA tractor could not be sued by a creditor for failure to pay for t! 
tractor. 

This was not the intention of the House language; the provision was design: 
to prevent diversion of assistance funds for other purposes. The conferen 
agreement assures this principle.”’ 

In compliance with this section, assurances have been obtained from all count: 
receiving United States military or economic assistance that they would protect 
aid funds from attachment. This assurance generally appears in the ree 
exchanges of notes amending the various bilateral agreements, and is based o1 
language of the statute. The provision typically states: 

“The two Governments will establish procedures whereby the Government 

will so deposit, segregate, or assure title to all funds allocated 
derived from any program of assistance undertaken by the Government of the 
United States of America so that such funds shall not be subject to garnishm 
attachment, seizure, or other legal process by any person, firm, ageney, corpora 
tion, organization, or government when in the opinion of the Government of tt 
United States of America any such legal process would interfere with the atta 
ment of the objectives of such program ol assistance.” 

In the case of Burma this paragraph has not yet been incorporated it 
exchange of notes on the assurance of the Burmese Government that funds 
Burma allocated to or derived from any assistance given to Burma by the Unit 
States are already so segregated that they are not subject to garnishment, attac 
ment, seizure , or other legal process. 


As for technical assistance, some of the program agreements entere d into ut 
the act for inter ational ce velopment provide only for the furnishing of servi 


of technicians the other government, but most of the program agreemé 


a 
provide for furnishing both the serviees of such technicians and also some gra 
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in the form of money, materials, or equipment to support their operations. An 
antiattachment provision such as is provided for in seetion 515 is not required in 
ssuranc the case of the first type of agreement, since under such a program there are no 
ations fo, funds which are subject to attachment, but is required where grants are to be 
Been tha: made available in aid of the work of the technicians ; 

- Prior to the enactment of the Mutual Security Act of 1951 program agree- 
ments had been executed with the governments of every Latin-American country 
except Argentina and Cuba, under which grants were to be made available in 
addition to the services of technicians None of the ag nents with govern- 
ments in the Near Kast, Africa, or Asia provided for the fur ing of such grants. 
fhe Technical Cooperation Administration therefore determit that it would 
negotiate an exchange of diplomatic notes with the Lati nerican vernments 
to incorporate the required antiattachment provisiot t] 
already in effect with those governments, and there: 
provision in all new agreements to be negotiated unde 
development where grants are to be made available 
of technicians 

Late in 1951 instructions were sent 
Latin-American Republics with whieh 
arrange for the required amendment 
are as follows: 

a) An antiattachment provision 
Agreements in Bolivia, Brazil, Colombia, 
Republic, Ecuador, El Salvador, Guatamala 


onfront: 
technica 


hn each of 
y them « 
ssuranc 
would | 
xpense 
chniciar 
1 at the 
for con 
1 hot ve 
‘uiting of 
and suc} 
for thei; 
fore the 
dertak« 


ny inter Panama, and Paraguay 
. deposit b) In the case of Chile and Uruguay, the 
TAM so negotiated and signed by the two Governments, 
or other be submitted to the national legislatures for 

( In the case of Mexico, Peru, and Verne 
negotiation, but are expected to be signed it 


since the enactment of the Mutual Sec 


YOVETI 


ere wit! 


rovisio provision is being incorporated in every progrs 
the making of grant addition t 

d Stat have ‘included in the progr: 

propert Iran, India, Israel, Jordan, and Pakist: 

s in tl The provision has also been inc 
egotiated with other countries it 

icatior No further eases of attachment 

a farmer been reported since the passage of 


for ti 
rHE BENTON 


lesio e 
- Section 516 of the Mutual See: 
nierer 2 


the poli Vv of the Cor vTress that 
1} to eliminate the barriers to, and provide 
participation of free private enterprise 


Ounty 


tect t} | 
countries consistent i he poicies of tl 
rece . ' 
and does not interfere wit! } 
d Ol Il 


act, to discourage the carte 

certain countries receiving aid under this a 
and increasing prices, and to encourage wl! 
tivitv, and (3) to encourage where suitable 
the free labor-union movements as the 
within such countries.’ 

The three subsections each require son 
ines of action. In each 
have been developed to supple ment 
grams leading in the same direction whi 


le] ' * ‘ 
heid specine a 


foreign policy for a considerable period. 


a Enco rade ment oft p vate enterp Le and 


1) Summary.—Conditions of military 
instabilitv around the world are the may 
enterprise, expanded international trade, 
all the major steps taken under the Mut 
efforts to increase security and confid 
lirectly to ereating more favorabl 


Specific deterrents to 
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legislation in various countries and in barriers to free international trade. 
the former aspect continuing intensive studies are being made of the effect 
various specific restrictions and continuing efforts are being made through neg: 
ation to secure favorable changes. The United States program within 
Kuropean recovery program and under the GATT to secure progressive reducti 
of such barriers are well known. Assistance to specific private investments 
given under the MSA industrial-guaranty program and under the materia 
development program. 

2?) Specific activities unde r the Vout ial Nec irity et (a) Coo: lination f Stud 
and agency activitics—The Director for Mutual Security has initiated efforts 
seek out new and increasingly effective ways of carrying forward the policy 
encouraging private enterprise and investment pursuant to section 516 (1) of 1 
Mutual Security Act. As a first step he has set up an Inter-Agency Advis 
Committee of representatives from the several departinents and agencies of 
Government engaged in activities whose interests and programs are closely relat: 
to carrying out the policy expressed in section 516 (1). This Inter-Ageney Co: 
mittee consists of representatives of the Departments of State, Treasury, Defen- 
Interior, Agriculture, Commerce, Labor, Export-Import Bank, Defense Materi 
Production Ageney, Mutual Security Agency, and Technical Cooperation Admi: 
istration. The International Bank for Reconstruction and Development is a 
represented on the committee. 

Phe Committee has under its purview all activities and programs affecti: 
private investment abroad, including local private investment and investim 
from third countries. Seven working groups specializing ia different fields 
activitv have been established in order to develop, in consultation with privat 
individuals and re specific opportunities for encouraging priv: 
investment. The fields in which these working groups are specializing are 
follows: Saniaoceotae and distribution, minerals development, agricult 
finance, treaties, taxation and procurement. 

b) Special programs of the operatina agencies i) Production assistance 4: 
Technical assistance.—The production assistance drive referred to in greater det: 
in connection with section 516 (2), together with programs of technical assistan: 
and technical cooperation constitute important vehicles for carrying out the obj: 
tives of part (1) of section 516. The successful carrying out of these progran 
can contribute greatly to creating a more favorable climate for and the kind 
conditions which will attract, private investment in participating countri: 
Conversely, a substantial investment program is necessary in order to achieve thi 
expanding economy objectives set forth generally in the production assistan: 
program. 

ii) Materials development.—The materials-development program is larg¢ 
directed toward the encouragement of private enterprise to develop new sour 
or increase existing sources of basic materials needed for the defense effort 
Private capital, both United States and foreign, is encouraged to participate 
exploration and development undertakings. 

iii) Guaranties—The industrial-guaranty program is directed by statut 
toward facilitating and maximizing the use of private channels of trade a: 
provides a useful incentive for the investment of United States capital abroa 
Thirty-seven such guaranties have been made so far by the Mutual Securit 
Agency covering a total of about $34 million. As of March 15, 63 further con 
pleted applications were pending covering $69 million. 

iv) Small business.—Through various media of information the MSA Off 
of Small Business has contributed materially to the encouragement of privat 
enterprise and private investment abroad. 

v) Offshore procurement.—The procurement of military end items is a r 
sponsibili tv of the Department of Defense and this includes that portion pre 
cured offshore. While offshore procurement is carried out through the thr 
military departments, there are many ways in which other agencies can be 
assistance. Small special staffs have been established to develop defense pri 
duction capacity in Europe, through commercial arrangements, such as licensing 
exchange of patents and know-how between United States manufacturers an 
ae firn s, arrangements for providing capital required by foreign firms t 
enable them to accept defense orders, and arrangements leading to the establis 
ment oO i liaries of United States firms in foreign countries to provide require 
defense production capacity. While this program is just getting under wa 
several large-scale private arrangements of this tvpe have already been worke d 0 out 

i) Agriculture In the field of agriculture, policies and activities cart 
out have made a major contribution to the hacni kena and encouragement 
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capital. Technical aid and transfer of American know-how to all areas now 
benefiting from United States economic assistance have as a direct consequence 
strengthened private enterprise in those areas. Programs of land reform, in 
Formosa and Italy, for example, have been carried out involving the transfer 
of state lands to private ownership and the providing of security of tenure under 
conditions which guarantee the farmer-owner a fair share of the fruits of his labor. 

vii) Treatties.—The negotiation of treaties of friendship, commerce, and navi- 
ration with foreign governments gives assurance of nondiscriminatory, fair, and 
equitable treatment of private capital and private enterprise on a reciprocal basis. 
Since 1948 new treaties have been worked out with Italy, Uruguay, Ireland, 
Colombia, Greece, Israel, and Denmark. , 

vill) Financing Economic Development.—The general field of financing eco- 
nomie development is given extensive consideration within the United States 
Government and the United Nations. Active support is given to the efforts 
of specialized agencies such as the International Bank for Reconstruction and 
Development to stimulate private participation in economic development. 
Within the United Nations and with the support of the State Department exten- 
sive studies have been made of the factors affecting foreign private investment 
ind the mobilization of local private financial resources for development pur- 
joses in Latin America, Asia, and the Far East. 

(c) Work of other agencites.—The policy expressed in section 516 (1) is also being 
arried out by other agencies and departments not directly responsible for the 
administration of the Mutual Security Act. Thus, much of the work of the 
Department of Commerce is directed toward fostering the flow of private United 
States capital into foreign countries. The Department of Defense assists in the 
implementation of this policy by placing contracts in such a manner as to comply 
with the spirit of this provision. The Treasury Department has been active in 
the field of tax provisions to benefit private United States investors in overseas 
nterprises. The activities of the Export-[mport Bank are directed to supple- 
menting and encouraging private capital, and their loans in many instances have 
been directed toward the creation of basie conditions favorable to the subsequent 
establishment of private enterprise and the entrance of private capil 


private enterprise and to improving the basic conditions for attracting private 


Competition and productivity 

In developing a program under section 516 (2) of the Mutu urity Act 
it has become apparent that certain prevailing activities and »ractices are to 
be discouraged—specifically cartel and monopolistic business practices which 
result in restricting production and increasing prices. On the other hand, certain 
favorable aspects are to be encouraged—specifically competition and productivity. 
(1) Specific program to discourage restrictive practices i) Bilateral agreements. 
Specific provisions are included in the MSA bilateral agreements with participating 
ountries in Europe and southeast Asia calling for governmental action against 
private restrictive arrangements which interfere with the objectives of the 
programs. Under this provision, various cases of restrictionism have been 
brought to the attention of foreign governments in an attempt to obtain remedial 
sction. The proposed formation of a coke cartel in Western Europe was success- 
fully opposed by the United States under this provision. A French-German 
ibrasives cartel was terminated through invoking Allied anticartel laws in Ger- 
many and through invoking a provision in the French ECA bilateral agreement. 

(ii) Encouragement of national anticartel legislation. — MSA and the Department 
of State have sought to encourage passage of anticartel legislation in all partici- 
pating countries. Special study teams in the field of national legislation to control 
cartels and monopolies have come to the United States under United States 
Government auspices from the United Kingdom, Germany, Italy, and France. 
The United Kingdom has established an antimonopoly investigating commission, 
and Sweden has established a monopoly investigating bureau, Several other 
countries, including France, Italy, Germany, and Belgium, are now actively 
onsidering the establishment of legislation designed to deal with restrictive 
business practices. 

(iii) Administralion of guaranty and strategic material programs.—The MSA/ 
ECA guaranty program, which permitted that agency to guarantee in certain 
ispects private investments abroad, has also been operated in line with the 
United States anticartel policy. Applications for guaranties are screened to see 
hat proposed investments do not contain restrictive provisions or potentialities, 
In the program for the procurement of strategic materials abroad, stops have 
een taken by various agencies to develop sources of supply free of cartel control 





MUTUAL SECURITY ACT OF 1952 


and are assisting through the United States aid program in loosening the ties 
restrictive agreements. 

(2) Specific programs to encourage competition and productivity—(i) Restorat 
of productive facilities—The basic Marshall plan task of restoring producti, 
facilities in Western Europe has contributed in an important way to creati: 
basic conditions necessary to the development of a more dynamic econom 
Extensive modernization of equipment has taken place and over-all productivit 
rates have increased significantly. 

(ii) Educational efforts —ECA/MSA’s technical assistance program is primar 
aimed at making European managers, technicians, and labor leaders aware of | 
nature and methods of a dynamic competitive economy. More than 6,400 
Europeans have been brought to the United States to study the operation 
particular industries or improved methods of agricultural production. Abo 
800 American specialists of various types have gone to Europe to transmit now 
how on productivity techniques. 

(iii) Production assistance drive.-—To supplement the program described and 
provide an action program to encourage competition and productivity in acco! 
ance with section 516 (2), MSA with the active cooperation of the Departme: 
of State and Defense is stimulating the development of a special product 
assistance drive in Western Europe, stressing the equitable sharing of the benet 
of increased productivity by management, labor, and consumers. 

MSA is stimulating and assisting in the development of national productivi 
programs by encouraging the use of United States economic aid counterpart fur 
to provide some of the financing of operating costs and necessary loan funds for t 
program; providing and assisting in the financing of the services of United Stat 
experts; and providing dollar financing and assisting in the procurement 
productivity tools required from the United States. 

The past 6 months have been a period of development in terms of organi 
tional and financial arrangements and legislative provisions for this producti, 
program. This process is in varying stages of completion in different countri 
In the Netherlands, for example, a special post of Minister of Productivity ha 
been created in the eabinet; a special system of government guaranties of priva 
investment in productivity development has been established; the existi 
productivity center has been increasingly active; special provision for grant 
wage increases to reflect increased productivity has been made, and a gener 
long-term productivity improvement program has been spetled out. In Frar 
negotiations between the MSA mission and the French Government are 
advanced for setting aside the equivalent of 836 million in counterpart funds f{ 
the development of a shared-benefits productivity program; plans are under \ 
for strengthening of the existing productivity center; and the French Governm: 
has proposed a whole series of legislative provisions specifically designed to « 
courage shared-benefits productivity development, including tax relief for fir 
participating in such programs and similar measures. In Italy, a widely repr 
sentative productivity board has been established by legislative action and is it 
process of formulating a special program In Germany and Austria, | 
management, and government groups are conferring with MSA officials on 
establishment of such a program 

On the information side, intensive programs utilizing all available media ha 
been developed in all of the Western European countries 

Perhaps the strongest possible testimony to the present and potential succe 
of the productivity program in contributing to the objectives of the free wor 
is the fact that opposition to this program has become a No. | target of 
Communist propaganda and efforts. 

(3) Related programs—(i) Intergovernmental agreements United States Gover 
ment policies and activities for discouraging restrictive business practices inclu 
a number of broad efforts extended over a period of vears at the level of int 
governmental agreements. These programs date from the negotiation of t 
lend-lease agreements during World War II. The United States Governm« 
under Department of State leadership initially sponsored chapter V of the Inter 
national Trade Organization Act which provided that the 54 signatories wou 
take measures to eliminate harmful restrictive business practices in internatio 
trade. However, since the charter never went into effect, the United Stat: 
introduced a resolution in the last session of the Feonomic and Social Cou 
of the United Nations calling for the development of an international agreeme! 
against restrictive business practices. This resolution was passed with only t 
Soviet countries opposed and work is proceeding for the development of an int 
national agreement. 
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In the General Agreement on Tariffs and Trade, the Organization for European 
Keonomic Cooperation and through the European Payments Union, the United 
States has pressed for the reduction of trade barriers between Nations and con- 
vertibility of currencies. These efforts have resulted in exposing various European 
industries to the invigorating force of international competition. 

In bilateral negotiations the Department of State’ has included in the draft 
treaties of friendship, commerce, and navigation a provision against restrictive 
business practices. Such a provision has been successfully negotiated with all 
countries with which we have signed treaties since 1948. 

(ii) Public loan policy.—The United States public loan policy, as set forth by 
the National Advisory Council and approved by the President in 1948, establishes 
that “credits should not strengthen or extend business arrangements or practices 
whether engaged in by public or private commercial enterprises) affecting inter- 
national trade which restrain competition, limit access to markets or foster 
monopolistic controls.”’ The policy outlined in this document also indicates that 
the United States will seek to discourage private investments which strengthen 
international private cartels. 

iil) Occupation programs. The United States, during 
Western Germany and Japan, instituted programs to disc 
business practices and cartels in both these countries. 

(4) Prospective programs.—A_ positive program is being 
United States which could be undertaken by NATO wit! 
restrictive business practices which interfere with defenst 
the cost of the joint defense effort. On another front, effor 
intensifv the program under the Defense Materials Procuren 
to avoid cartel or monopoly control over raw materials 1 
stockpile In the offshore procurement program, the 
sent guidance to all its procurement officers to assist tl 
tions of cartels and monopolies and minimizit 
procurement program will be increased by them 
receiving aid in devising and effecting banking and 
provide sources of capital free of monopolistic ¢ 
and administrative barriers to free entry into trade 
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The encouragement of free trade-unionism 
developed areas has been an important part of 
several vears. The aid program had cont 
atmosphere favorable for growth of the free uw 

in Kurope by helping keep factories 1 
lequipment, and *nabling ever-increas 

ur aid has contributed substantialls 
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postwar period. With our aid, special prograt 
developed in many countries in regard to workers’ 
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| Relations vith free trade-unions Ih 
directing aid in such a wavy as to help free trade- 
from the beginning of the aid program relied 
trade-union movement and on the assistance 
specialists in Washington and in our 
The responsible United States labor st 
taining close relations with and have initiated and ci 
‘n the free trade-unions in Europe The fre 
European countries have advisory committees maintal 
their governments in carrving out the aid program 
liaison is provided by the ERP-Trade Union Advisory 
which represents the free trade-union federations in the 
Informal relations have been established recently by free trad 
NATO and a proposal is now being considered to regulariz 
(2) Technical assistance. Technical assistance, provided 
States foreign aid program, has afforded an opportunity for mat 
trade-union leaders, technicians, and rank-and-file members to observe first-hand 
the operations of unions and constructive collective bargaining in the United States 
During 1951, over 120 European free trade-unionists including many top leaders, 
have participated in technical assistance missions to the United States to observ 
trade-union operations or labor-management relations Man 
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trade-unionists participated in industry productivity teams which also includ 
management representatives and technicians. 

The technical assistance program has, during the past year, also sponsor 
the missions of several American trade-union leaders and labor specialists 
Europe to further the same objective of strengthening the free trade-unions 
the framework of more productive economies. 

Most recently, a work-study training program has been undertaken by MSA 
enable selected Western European workers and technicans to spend a year worki 
in American industry and attending special evening classes. 

Additional programs, designed to meet the same objective as MSA’s techni 
assistance, are provided by a special project for German trade-union leaders a1 
for labor participants in the Smith-Mundt exchange program. The latter is al 
noteworthy in regard to programs for labor leaders from underdeveloped countries 

(3) Information programs.—In recognition of the importance of promoti: 
better understanding of United States policies and objectives among free labo: 
groups in Europe, special information programs have been directed to this grou; 
American and European labor information specialists have been carrying o 
programs which have utilized all the major informational media—radio, pre: 
graphie displays, and motion pictures—which reach workers in Europe. 

(4) Production assistance drive.-—The participation of worker respresenta- 
tives at all levels and the concept of ‘‘sharing out’’ benefits of productivity in t! 
production assistance drive, referred to above, will contribute much toward thy 
achievement of the labor objectives of the Benton amendment. This progra 
calling for increased productivity and expanding market, is designed to pern 
higher wages at the same time that prices can be lowered. The result should |» 
to weaken Communist influence which thrives particularly in France, and Ital) 
on social unrest arising out of low living standards or unemployment or lack of 
hope in the future. In raising output, the production assistance drive will 
avoid “speed-up” and “‘stretch-out’’ techniques that workers have found lead 
to job lay-offs. In effect, the program in raising output will result in less physical 
effort by relying largely on improved work methods, better plant layout, good 
industrial relations, and modern marketing methods. 

Free trade-union leaders, who are supporting the productivity program in face 
of Communist boycott and active oppostion, will be strengthened if the program 
vields tangible economic benefits for workers from such participation. Collectiv: 
hargaining for supplementary wage agreements which are related to productivity 
rises will lead to improved, more mature industrial relations. In addition, fre¢ 
trade-union participation in the national multipartite production assistance 
agencies will lend prestige to the unions, provided, of course, that the program 
fulfills the promise of increased real wages. In those plants where labor and 
management request aid in developing more satisfactory collective bargaining 
procedures, the services of United States labor consultants will be provided 
under the Mutual Security Agency technical assistance program. 

5) Offshore procurement.—Adequate consideration of labor factors in the 
placement of offshore procurement in Europe can help materially in implementing 
section 516 (c) of the Mutual Security Act, and at the same time assure uninte1 
rupted production of material with a minimum danger of sabotage. Under OSP 
instructions already sent out by the Department of Defense, country teams at 
their labor officers will be consulted by procurement officers in regard to the labor 
aspects of contract placement. In order to advise procurement officers on 
relevant labor factors, in respect to firms bidding for offshore contracts, missions 
and country teams will consider such criteria as working conditions, the trac 
union situation, labor management relations, and the vulnerability of the labor 
force to Communist influence. Plant capacity and the availability and qualifica 
tions of the labor supply will also be considered. 

6) Underdeveloped areas An exchange of technical skill and knowledg 
designed to help the underdeveloped areas to improve their governmental labor 
functions has been in operation under the point IV program since 1950. Group 
of trade-unionists interested in the twin aims of studving both the structure of 
American trade-unionism and the industries of their own particular competence 
have been brought to the United States as trainees. In fiscal year 1951, appro» 
mately 100 trainees were brought from underdeveloped areas to the United Stat: 
for such training. To complete the two-way flow, a small number of America 
technicians have gone abroad to help solve some of the more pressing labor ar 
manpower problems in these areas. Instructions relating to Benton amendmet 
labor objectives are being communicated to the technical cooperation missions 
the field and include suggestions for development of specific programs design 
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to implement the labor objectives of the Benton amendment Mutual Security 
Agency has recently assigned labor advisers to STEM missions in the Philippines 
and Indonesia and a labor economist, with similar functions, is being sent to 
Burma. These advisers assist the chiefs of missions in all matters relating to labor 
and give technical advice to participating governments as requested 


4. RELIEF FROM TAXES 


Section 521 of the Mutual Security Act provided that certain title I funds 
were not to be expended for taxes. The conference report on section 521 stated: 

“The committee of conference considered prohibiting direct or indirect payment 
of taxes. They realized, however, that taxes go into the price structure of every- 
thing that is purchased in Europe or the United States, and therefore that it would 
be impossible, administratively if not literally, to buy anything or hire anyone on 
a basis that would preclude the possibility of having part of the funds going 
ultimately for taxes. The conference also learned that direct taxes are never 
paid by our authorities and that negotiations are in progress to eliminate ‘twilight 
zone’ transactions. Therefore, it was felt that the limitation against the use of 
funds for payment of taxes was sufficient.” 

Negotiations to achieve agreements for relief from taxes were started in Novem- 
ber 1951. Aspecial tax delegation was sent to Kurope, and a detailed report on its 
accomplishments will be submitted shortly 

s an interim measure, pending the completion of the agreements, withholding 
arrangements were effected, insuring that no tax payments be made in connection 
with United States financing of multilaterallvy financed infrastructure These 
arrangements applied also to offshore procurement contracts with other countries. 

Formal tax agreements have now been concluded with France, the U1 


Kingdom, Italv, the Netherlands, Luxemburg and Iceland; ar 
the other NATO countries are, with the ex eption ol the 
members—Greece and Turkey—now in the final stages of conc] 

That it was possible to accomplish these agreements it 
speaks for the full cooperation which the NATO countries 
defense effort. The technical problems with whic! 
plishing this tax relief might otherwise well have invol 

In some cases, parlimentary action is going to 
these arrangements fully, but it is anticipated that this will be take 
appropriate withholding arrangements govern the situation 


5. REQUIREMENT THAT AT LEAST 10 PERCENT OF ASSISTANCE B rH FORM OF 
LOANS 


Section 522 of the Mutual Security Act directs that not | than 10 percent 
of the assistance made available under the applicable provisions of the Economic 
Cooperation Act shall be provided on credit terms. 

The allocation of loans was determined in consultatio1 
Advisory Council on International Monetary and Financial 
to section 111 (c) (1) of the Economic Cooperation Act. 
follows: 

The following countries are to receive part of their assistat 
1952 on a loan basis: Denmark, France, Germany (Federal Re 
Italv, Netherlands, Norway, Turkey, United Kingdom. 

The following countries are to receive all of their fiscal year 1952 assistance on 
a grant basis (with the exception of advances that may be made for certain stra- 
tegic materials development): Austria, Greece, Trieste, Yugoslavia, Jordan, Re- 
public of China, Indonesia, Indochina, Philippines, Burma, Thailand 

The loan burden of individual countries was determined by applying an equal 
percentage to the allotments of aid assignedgto those countries. This percentage 
worked out at between 15 and 20 percent and was applied to the allotments of all 
loan countries except Iceland, where the percentage figure will be somewhat hig! 


ior. 


lu 
Lift 


6. USE OF COUNTERPART FOR MILITARY PURPOSES 


Section 523 of the Mutual Security Act directs the Administrator “* 
make agreements with respect to the use of funds deposited in the special acc 
of ‘participating countries’ * * * and any other countries receiving as- 
sistance * * * in such a manner that the equivalent of not less than 
$500,000,000 of such funds shall be used exclusively for military 
construction, equipment, and matériel in such countries.”’ 
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Negotiations for the use of counterpart funds for military purposes were initiated 
immediately after enactment of the act in October 1951. As of January 31, 1952 
MSA had approved specific programs for the military use of counterpart fund 
totaling the equivalent of $236,000,000. Negotiations in process, commitments, 
and agreements reached, but under which specific programs have not been com 
pleted, indicate that a total of far more than $500,000,000 would be earmarked 
for military use—in fact, the total will be at least about $850,000,000, and prol 
ably much more, 

The approved programs for $236,000,000 are divided by country ;:s follows: 


Dollar 
equir le? 


tim millions 
France 114.3 
furkey 60. 3 
‘he Netherlands 16. 0 
China (Formosa) 15. 7 


Total 


Commitments by these countries, or agreements at least in principle wit! 
them, but under which programs have not been completed, call for expenditures 
of additional amounts of more than $125,000,000 by France; approximately 
$112,000,000 by the Netherlands; and $36,000,000 by Turkey. Thus, for these 
countries a total of about $510,000,000 in counterpart has been earmarked for 
military use. 

As regards the other countries: 

United Kingdom: Has agreed to use for military purposes the counterpart of 
approximately $238,000,000, comprising most of the counterpart from this vear's 
grant allotment to it. 

Greece: Negotiations are under way; the amount involved may be more than 
$80,000,000. 

Norway: Has agreed to use 40 percent of its counterpart accruals from this 
vear’s allotment for military purposes; the amount will probably be at least 
$10,000,000; the percentage may still be revised upward considerably. 

Denmark: Has agreed to use 50 percent from this vear’s allotment; the amount 
will probably be at least $10,000,000. 

Italy: Negotiations are under way and will probably provide a substantial 
amount. 

Germany: Pending a satisfactory outcome of current negotiations for a defens 
contribution, it was not considered appropriate to discuss the fiscal vear 
level with the Federal Republic, and therefore also, the expenditure of counterpart 
for military purposes. When the aid level is finally negotiated and conformed, 
negotiations on the use of counterpart will be undertaken, and will probably pro 
vide a substantial amount for military use. 


RETURN OF EQUIPMENT 


Section 524 of the Mutual Security Act requires that the President make appro 
priate arrangements with each nation receiving assistance on a grant basis under 
the Mutual Defense Assistance of 1949, as amended, for the return to the United 
States of “any such equipment or material as is no longer required for the purposes 
for which originally made available.’’ 

This provision contemplates the return of: 

a) Materials which are no longer in functioning condition, but which can be 
used for scrap; and 

(b) Materials which remain in usable condition, but which are no longer required 
by the recipient country for the purposes for which they were originally made 
available. ° 

Even before the enactment of section 524, all military assistance bilateral agree- 
ments prohibited the recipient country from using assistance furnished by the 
United States for any purposes other than those for which they were furnished 
without the consent of the United States Government. 

To supplement this provision, the United States has negotiated with each of 
the countries which is receiving assistance under the MDAA, an assurance along 
the following lines: 

“The two governments will establish procedures under which equipment and 
materials furnished by the Government of the United States under the Mutual 
Defense Assistance of 1949, as amended, or by either government under the 
mutual defense assistance agreement of , other than equipment or 
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iaterials furnished under terms requiring reimbursement, and no longer required 
for the purposes for which originally made available will be offered for return to 
the government which furnished such assistance for appropriate disposition 
Comparatively small amounts of equipment have already become unusable or 
surplus to contemplated requirements. As a result, only a small amount of 
material has so far been declared excess by recipient countries. This material 
as generally been found to be required by other countries covered by the Mutual 
Defense Assistance Program, and redistribution has been effected by the Depart- 


ai nent of Defense as part of the end-item assistance furnished to these countries. 
Dollar 
pone 8. REIMBURSABLE AID 
114.3 Section 525 of the Mutual Security Act amends section 408 (« 
60 3 Defense Assistance Act of 1949. It permits countries to utiliz 
16 v equipment received from the United States on a reimbursable | 
15. 7 raised the limitation in the amount of contractual obligational 
ae ld be outstanding at anv one time for contracts ey 
290. « governments to $500,000,000. 
le wit} As of July 1, 1951, contracts in the amount of S98, 
ditures against the $500,000,000 authorized. $y December 
mately tracts increased to $273,415,301. As of December 31, 
r thes. for the use of $13,055,899 were awaiting dependable und 
ked for section 408 (e) (2) (A) of the Mutual Defense Assistance 


from the governments concerned 
Status of reimbursable aid transactions 
part of 
; year's (In 


re than 


m this 
t least Total 
tle I: Europe 
Mount tle II: Near 
tle III 
IV: L 


‘tantial 


9. EXCESS EQUIPMENT 


terpart Section 526 of the Mutual Security Act amends sect! 
ormed, Defense Assistance Act of 1949 \s amended, the lay 
ly pro not to exceed $1 billion worth of stocks that are excess to 
Establishment. This includes not only material trar 
charge to appropriated funds, except for the cost of 1 

also material sold at a fair value under section 408 ( 
\ssistance Act. The total amount of excess material p 
1950, 1951, and 1952 is $853.9 million, of which $201.9 milli 
for sale to various eligible countries at a fair value under 

108 (e). Excess equipment with an acquisition cost of $52 
transferred to recipient countries; $122 million of this total] 
various countries at a fair value under the provisions 
anticipated that considerable additional excess equipment 

fiscal year 1953. The military departments estimate a minin 
excess equipment will be available for transfer in the fiscal year 19 
103 (d) of Publie Law 329, Eighty-first Congress, as follows: 
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10. FAIR LABOR STANDARDS 


and : j = . : : : , sees ; : 
nt and Section 528 (b) of the Mutual Security Act, amending section 407 of the Act for 
Mutual International Development, requires that, in carrying out the point [V program, 


ler the Participating countries shall be encouraged to establish fair labor standards of 


lent o1 wages and working conditions and management-labor relations.” 
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This section is closely related to section 516 (the Benton amendment), referr 
to above, and to a considerable extent implementation of the two goes hand 
hand 

TCA missions are being instructed fully in the purposes of the section, 
negotiations are being made with special reference to staffing, use of techni 
cooperation facilities in fields such as industrial training, safety, labor laws, la! 
conditions, labor-management relations. and trade-union structure; and enc 
agement of government action along these lines. 

Under Public Law 402, Eightieth Congress, and earlier legislation, about 25) 
grants were awarded to Latin-American trainees to study in the Department 
Labor. An exchange of technical skill and knowledge, designed to help und 
developed areas to improve their governmental labor functions, has been 
operation under point IV since 1950. In fiscal vear 1951, approximately | 
trainees came from underdeveloped areas for special training in labor and ma 
power techniques under point [V. To complete the two-way flow, a small num! 
of American technicians have gone to Latin-American countries, to Iran, and 
India. 

So far only a few governments of the underdeveloped countries in which point I' 
programs are being carried on have specifically requested assistance in the lat 
field or have shown interest in having assistance in this field. This is to be « 
pected as long as the chief focus of the point 1V program is on increasing fo 
supply and providing assistance in basic public-health measures and educatior 
activities. Interest in labor problems on the part of the governments will 
doubtedly grow as there is further economic development. It is recogniz 
however, that the TCA missions are responsible for carrying on al! point I’ 
activities in such a way as to further the objectives of section 528 (b), and 
assure that economic development tends to reduce rather than increase 
exploitation of workers and does not result in preventable social and lal 
problems. 


ll. TRANSFERS 


Section 101 (b) of the Mutual Security Act authorizes not to exceed 10-perc 
transfer of funds between military and economic appropriations in title I, uy 
determination of the President. Pursuant to this provision, $478,160,000 
funds appropriated for military assistance have been transferred to the appropt 
ation for economic assistance to European countries. 

Section 202 of the Mutual Security Act authorizes not to exceed 10-perce: 
transfer of funds within title II of military assistance to nations other than Gre« 
Turkey, or Iran No such transfer has been made to date. 

Section 513 of the Mutual Security Act authorizes not to exceed 10-perc 
transfer of funds between titles in order to furnish, to a different area, assistar 
of the kind for which such funds were available before transfer. No such transf 
has been made to date 


12. LATIN-AMERICAN MILITARY PROGRAM 


Section 401 of the Mutual Security Act authorized, and the Congress lat: 
made, an appropriation of $38,150,000 to furnish grant military assistance to t! 
other American Republics in order to further the purpose of this act. This assi 
ance was to be furnished only after (1) it had first been determined that su 
assistance would be furnished in accordance with defense plans which were fou 
by the President to require the recipient country to participate in missions i! 
portant to the defense of the Western Hemisphere; and (2) an agreement, design 
to assure that the assistance would be used to promote the defense of the Wester: 
Hemisphere, had been concluded between the United States and the recipiet 
country. 

The President, on December 14, 1951, made the finding necessary to authori 
the inclusion of certain countries in the military grant aid program for Lat 
America. This paved the way for an approach to several Latin-American gover! 
ments which looked forward to: (a) The negotiation of the bilateral military ass 
ance agreements require d by the act; and (6) agreement to defense plans re 
to the performance of these governments of missions important to the defens 
the hemisphere, and provision of United States assistance in preparation of specif 
units of their armed forces for that purpose. 

Bilateral negotiations were initiated with Brazil (January 4), Peru (January 7 
Ecuador (January 15), Chile and Colombia (January 21), Cuba (January 30 
Mexico (February 6), and Uruguay (March 31). Except for adaptations pert 
nent to the Western Hemisphere character of the program, the agreements whi 
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have been or are being negotiated are similar to those concluded with the NATO 
countries; and the defense tasks, would, in most cases involve missions similar to 
those which the United States forces had to perform in World War II, and which 
we otherwise would have to perform in any future emergency. 

Bilateral agreements have now been signed with Brazil, Cuba, Ecuador, and 
Peru. 

The negotiations with Mexico have been temporarily suspended. 

MSA employment.—Section 504 of the Mutual Security Act stipulates that the 
Mutual Security Ageney should be limited to employment of not more than 90 
percent of the number of American citizens employed by the Economic Coopera- 
tion Administration as of August 31, 1951. Since ECA administrative employ- 
ment on that date was 2,402, the MSA is limited to employment of not to exceed 
2,162 persons. Actual MSA administrative employment as of December 31, 1951, 
and January 11, 1952, was, respectively, 2,019 and 2,014. These figures exclude 
the Office of the Director for Mutual Security which had 51 persons on December 
31, 1951, and 59 on January 31, 1952. 

Nor do the above figures include certain persons engaged in providing or arrang- 
ng technical assistance requested by governments receiving aid. They are not 
paid from administrative funds, but from the aid allotments made to the coun- 
tries concerned or from program funds earmarked for technical assistance. Such 
technical assistance persons numbered 409 on August 31, 1951, 514 on December 
31, 1951, and 547 on January 31, 1952. Increasing requests for technical assist- 
ance aid under programed funds is expected to require further increases in this 
category. 


II. ORGANIZATION FOR THE CoNDUCT OF THE PRo¢ 
1, STATUTORY FRAMEWORK 


The Mutual Security Act authorizes assistance to fo 
title I), the Near East and Africa (title I1), Asia and 
the American Republics (title IV). In general the oper 
Security Program are handled by the Departments of Def 
he Mutual Security Agency, to which organization: 
by the Director for Mutual Security 


2. THE DIRECTOR FOR Sk 


The responsibilities of the Director for Mutual Securit) 
501 (a) and 502 (b) of the Mutual Security Act 

Under section 501 (a) the Director is charged wit! nit supervision, 
general direction, and coordination of the assistance programs preparation 
and presentation to Congress of future foreign, military-, econor and technical- 

sistance programs, and (3) preparation of reports to Congress foreign-assist- 
ance programs. 

In carrying out the terms of part (1) of this sectior 
responsibilities to include the following: 

To assure the development and adoption of policies, pr 
hich may be necessary to bring about coordinated operat 
he programs; 

To assess and evaluate the progress of programs tow: “ia ned objectives: 
nstitute remedial action where progress is unsatisfactory view, from time to 
time, the adequacy of, and the desirability of continuing or lifving each aid 
program; and maintain central control and accounting rds for ie entire 
peration; 

Within the limits fixed by Congress, to allocate funds required to implement 
approved programs; 

To assure that the foreign grant aid program and the foreign loan program are 
properly related to one another. 

With respect to the responsibility for (2) above, the Director's responsibilities 

clude the following: 

To direct and supervise the development and presentation an¢ bsequent 
revision of the annual Mutual Security Program. ‘This includ 

That well-defined and intelligent objectives are formulated f ach proposed 
iid program and for the foreign-aid program as a whole bjecti which take 

to account our political military, and economic aims and policies 

rhat proprities are established among programs proposed for, or being operated 

, different countries and areas; 
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That resources and funds sought from and/or made available by the Cong: 
for foreign-aid purposes are properly distributed among the various progra; 
and the various countries in order to conform to established priorities and 
attain the objectives; 

That appropriate political, military, and economic guidelines and policies 
developed and made available to the operating agencies as a framework for 
formulation of specific programs; 

That each program developed is in line with the established objectives ar 
coordinated with other programs directed toward the same or related objecti) 

That appropriate negotiations are conducted where necessary as a condit 
precedent to operating a program. 

With respect to the responsibility for (3) above the Director has prepa 
the first semiannual report of the President as required by section 518 of 
Mutual Security Act, and intends to assure the preparation and submissio: 
other reports as may be required by the President or the Congress. 

Under section 592 (b) the Director is responsible for heading a new independ 
agency, the Mutual Security Agency, to exercise the functions formerly ve 
in the Economie Cooperation Administration 

In order to carry out this responsibility most effectively, the Director pla 
the Deputy Director for Mutual Security in active charge of the new age: 
and delegated to him the necessary authority to manage the agency. This 
provided a clear-cut division between the Director’s coordinating responsil 
and staff in the Executive Office of the President, and his responsibility 
administering the operating programs of the Mutual Security Agency. 

An additional responsibility given the Director for Mutual Seevrity i 
administration of the so-called Battle Aet (Mutual Defense Assistance Co 
Act of 1951), which is an entirely separate piece of legislation designed to 
serve and maintain peace by developing maximum strength by uti 
all * * * reserves in cooperation with other free nations’’ and “to imy 
the ability of nations threatening the security of the United States to cond 
military operations.’’ To administer this law a smal] staff has been establi 
in the Office of the Director for Mutual Security and an advisory comm 
structure established with extensive interagency representation, devoted to 
objective of denying those goods which feed the war potential of the 
bloc, without unduly depriving the free world of t1 
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3. ROLES OF THE PARTICIPATING AGENCIES 


The roles of the participating agencies consist in part of operation and i: 
of advice and guidance. As indicated above, the major operating agenci 
the Defense Department, the Department of State, and the Mutual See 
Agency 

Clos® liaison and consultation are maintained between the Director for M 
Security and the operational agencies with the Department of the Treas 
aspects of ancial policy involved in the programs; with the Office of Defi 
Mobilizatio: 1 aspects of matériel policies involved; with the Ixport-l 
Eank on questions which touch upon the foreign lending operations of the | 
States Government, and with various other agencies concerned with specia 


1 
aspects of the programs 


a. De partment of Defense 


~ 


Section 506 (a) of the Mutual Security Act assigns to the Secretary of Defi 
the primary responsibility and authority for: 

(1) The determination of militaru end-item requirements, Military end-it 
quirements are determined by the military departments from military 
deficiency lists submitted by the United States Military Assistance Ady 
Groups (MAAGs), who carefully sereen the list of deficiencies against the JC> 
established military objective and force level requirements for each country 
the generally applicable screening criteria which constitute the guidance a 
items which are eligible for programing. In the case of the NATO natior 
intermediate sereening agency, the Joint American Military Advisory Gr 
(JAMAG) in London, provides central coordination and sereening of the req 
ments submitted by the several NATO MAAGs and recommends final a 
thereon to the Department of Defense 

(2) The procurement of military equipment in a manne? which permits its int 
lion with service programs.—Procurement of military equipment for MDAI 
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integrated with the military departments’ procurement programs by expanding 
existing production lines where similar items are required to satisfy both Unit 
States forces and MDAP; the total requirement: ‘are reflected in the ser 
production schedules. Such integration has resulted in MDAP contributing 
the broadening of the United States industrial mobilization base. 
There are two distinct types of procurement for military assistance, viz, 
and offshore procurement, the latter including the important auxiliary 
ment of encouraging and assisting in the utilization and development 
production facilities. 
To reduce competition and any adverse effeets on the 
the quantitative and monetary relationship of the int 
shore procurement programs are subject to continuo) monito 
Department of Defense from the development of MDAP deficienc 
to the receipt and allocation of military equipment from production hr 
this medium, the progress of the integrated United Stat: ind MDAP pro 
ment programs can be determined and sensitive areas requiring remec 
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erly ve ean be recognized. 
(3) The supervision of end-iten ise by the recipient countrie 
equipment arrives in the recipient country, the MAAG pers 
ae insure that the equipment is properly received, serviced, distri 
Phis Periodic reports are submitted by the several MAAG’s to 
sponsit Defense on the utilization of the end items 
sibility | (4) The supe rviston of the training of foreign n ] 
of Defense exercises his responsibility and authorit 
military personnel under the Mutual Security Act 
of the military departments. The Military Assis 
(MAAQ’s) are the field agencies directly charged with t 
activities and the establishment of training requirements, t sure proper mail 
tenance, operation, and support of MDA equipment furnis! nder the MDAP 
The MAAG’s operating through service channels arrange for the required trair 
establis under the supervision and policies established by the Sect . Def 
commit (5) The movement and delivery of military end-iter 
ery of military end-items is accomplished through the su 
three Military Departments. The basis for requisitioning 
item program. Requisitions are prepared by the country) 
to the appropriate supply point. In the case of certain 
items, requisitions may be prepared by the | 
service concerned. 
Section 506 (b) of the Mutual Security Act 
of Defense shall determine the establishment of priorit 
delivery, and allocation of military equipment 
The priorities applied by the Department of Defer 
munitions to United States Forces and to forces of friet 
military assistance and derived from the policies establi 
in a letter to the Secretary of Defense on January 9, 1952 
provides that those forces which, in case of war, are most lik 
with the enemy, shall have priority in the receive of equi 
overriding priority for combat consumption requirements 
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b. De partment of State 
The Department of State has as its principa 

development and administration of programs un 
of Def Development. This task is handled by the Depart: 

Administration.. In addition the Departmer 
aditon participation in the United Nations Palestine refu 
tery i Korean reconstruction program, the Provisional 
aii for the Movement of Migrants from Europe, the 
and the United Nations technical assistance program, 
covered by the Mutual Security Act of 1951. 

The Department of State gives foreign policy gui 
mutual security program as a whole. It also hs 
conduct of international negotiations affecting the 
its components. 
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The Mutual Security Agency was established by the 
of 1951 to administer those functions of the Economic Cooper: 
which were continued after the abolition of the latter agene 
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calendar year 1951. In accordance with legislative mandate (sec. 502 (ce 
the Mutual Security Act) a statement has been forwarded to the Committee 
Foreign Relations of the Senate and the Committee on Foreign Affairs of t 
House of Representatives indicating that the powers transferred to the Direct 
for Mutual Security which had been aankannl upon the Administrator for Fy 
nomie Cooperation should be continued except for the following: creation of 4 
corporation (sec. 104 (d); consultation with the Secretary of State in the speci 
manner prescribed in see. 105 (b); consultation between the chief of the spec 
mission and the chief of the United States diplomatic mission in the specifie man: 
prescribed in sec. 109 (b); guaranty of investments in enterprises produci 
or distributing informatioral media (see. 111 (b) (3)); procurement and increas 
production in participating countries, under sees. 115 (i) (1) and 117 (a 
materials which are required by the United States as a result of deficiencies 
potential deficiencies in the resources within the United States; and purcha 
under section 115 (i) (2), of strategic and critical materials in any participati: 
country; promotion and developmert of travel by citizens of the United Stat 
to and within participating countries (see. 117 (b)); payment of ocean freight 
charges of relief supplies and packages (sec. 117 (d)). 

The Mutual Security Agency is presently responsible for the administration 
the United States defense support program and related negotiations on financia 
and economic matters in Europe, and for economic and technical assistar 
programs in the Far East and Southeast Asia. Without defense support 
countries associated with us in the North Atlantic Treaty Organization and 
other mutual defense arrangements will not be able to achieve the maximum us 
of their own manpower and resources for the common defense effort. Because of 
the special situations in certain Asiatic countries which are not receiving United 
States military assistance, an amendment to section 302 (a) of the existing legisla 
tion has been requested which would authorize MSA to continue economic and 
technical assistance programs in this area. This request is made in view of thi 
internal insecurity of the area, the importance of such programs to the stability 
of these countries, the fact that a change from MSA to TCA in these countri 
would entail substantial expense and administrative complications, and the further 
fact that, as indicated below, it has proved an administratively sound practice 
to have only one agency, either MSA or TCA, operate economic and technical 
assistance in any one country. 


d. Diviston of responsibility hetween TCA and MSA 


To avoid duplication of personnel and to simplify operations, responsibility 


conduct economic and technical assistance programs in any given country | 
been given to a single ageney—-TCA or MSA. The firm policy has been o 
country, one program. The Technical Cooperation Administration has be 
assigned responsibility for the technical cooperation program in Latin America 
the Middle East, four countries in North Africa, and South Asia (India, Pakist 
\fghanistan, Nepal, and Ceylon Responsibility for technical assistance 
well as defense support administration has been assigned to the Mutual Secur 
(Agency in the Philippines, Formosa, Indochina, Thailand, Burma, and Indones 
The MSA also administers technical assistance in the European countries and th: 
dependent overseas territories, as an integral part of its defense support 
activities. 
4. OVERSEAS ORGANIZATION EUROPEAN REGION 


The President, on January 12, 1951, appointed Mr. William H. Draper, J 
as the United States special representative in Europe, with the statutory rat 
of ambassador. The special representative now acts for the Director for Mutua 
Security in his coordinating capacity and supervises Mutual Security Agen 
activities in Europe, and serves as United States representative on the Orga: 
ization for Economic Cooperation (OEEC). It is intended that, in addition 
his present duties, the special representative will also become the senior Unité 
States civilian representative in Europe responsible for dealing with the Nort 
Atlantic Treaty Organization. He will be designated United States perman 
representative to the North Atlantic Council after the NATO reorganizatior 
completed. Upon assuming that position he will be responsible to the Presid 
and will also act for the Secretary of State and the Secretary of Defense 
NATO and Mutual Security matters. 


5. COUNTRY LEVEL ORGANIZATION 


The agencies concerned with the administration of the Mutual Seeurity Pr 
gram work together in a country as a ‘“‘team.”’ Typically the team consists 





02 (ec 
mittee 
irs of t 
e Direct 
r for Fe 
ation of a 
he specit 
he spec 
fie man: 
produci 

| inereas 
17 (a 
riencies 
purcha: 
rticipati: 
ted Stat 
an freight 


stration 

n financia 
assistal 
ipport 
ation ar 
simum us 
Because of 
ing United 
ing legisla 
1IOMUC Ahad 
iew of the 
e stability 
* countri 
the further 


d practice 


1 technical 


sibility 
uintry | 
been 
has bes 
1 Ameri 
Pakistar 
Istance 
il Secur 
Indone : 
sand thi 
support 


raper, 
itory rat 
or Mutua 
ty Agence 
he Orgar 
dition 
ior Unite 
the Nort 
perman 
nizatior 
» Preside 
Jefense 


‘urity Pr 
consists 


MUTUAL SECURITY ACT OF 1952 763 


the United States diplomatic mission, the MSA Mission and of the military 
assistance advisory group (MAAG) in the country concerned. The team operates 
inder the leadership of the chief of the diplomatic mission 


6. EXECUTIVE ORDER 


An Executive order establishing coordination procedures in the countries along 
the general lines above indicated has been prepared in aeccordanee with the 
lirective contained in section 507 of the Mutual Security Act, and i 


by the President soon. 


FUNCTIONING OF THE ORGANIZATION IN DEVELOPMENT 
THE PROGRAM 


The degree of leadership to be exercised by the Director for itual Seeuritv 
n the administration of the Mutual Security Program was broadened by Exeeu- 
tive Order 10300. This order delegated to the Director a substantial number of 
the funetions conferred upon the President by the Mutual Seeurity Aet, the 
Mutual Defense Assistance Act and the act of May 22, 1947, as ar 


Poli y formulation 


Lhe poliey objectives of the Mutual Security Program ars 
| ) J ; 


the context of the basic security objectives of the United Stat 

are determined principally through the National Security C 

States domestic, foreign, and military requirements are weig! 

Presidential decision is secured. The Director is a member 

the activities of the Council as well as other informal and forma 

Presidential discussions, and thereby is in a position to participat 

minations of policies necessary for the formulation of the Mutual Secu 

gram. Decisions regarding Mutual Security Program poliey are made ; 

Director after consultation with other interested agencies with the aim of assur 

within the limits of his powers the accomplishment of the basic security object 
The next major step after the determination of basic policy object 

levelopment of estimates of military requirements by the Departme 


\ 
evaluation of defense-support needs by the Mutual Seeur Age 


of foreign-policy considerations by the Department 
coordinated among the directly concerned agencies 
with collateral interests in order that they may form a part of a 
and be directed toward the same over-all objective $ hese co 
are subsequently submitted to the Direetor for Mutual Seeur 
approval after which appropriate programing directives at 
These programing directives are then implemented by 
with their respective responsibilities under the { 
h Progran 8 of military assistance 
Within the context of the basic policies ar 
with the foregoing decisions, the Department of 
and has authority for the development, 
tary assistance. The precist form 
tary end-item assistance programs are 
after consultation with the other intere 
must show for each country to which it 
(a) The militarv objective toward whict 
extent to which the proposed program Will 
4) The total amount of United States 
total country requirements minus indiget 
c) Illustrative breakdown, total amount 
equipment 
d) The best estimate of the phasing of deliverie 


Programs of defense support and economic aid 

Within the context of basic policy decisions, th 

sponsible for the administration of the defense 

the Far Fest, it is concerned with the strengtheni 
f the participating countries by (1) aiding in the 

Vvernments, (2) supporting the build-up of military and internal-sec 
3) by development of food supply and other economic resources, and | 
adhering the development and export of materials needed by the rest of 
world. 


96968—52———49 
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At the mission level in Europe, MSA, as part of the country team, works w 
the participating country government in the evaluation of the financial ar 
economic capabilities of the country, development of defense supporting grant 
loan programs, negotiation of economic aspects of the bilaterai negotiations, a 
analysis of economic, financial, and production measures the country sho 
take to meet its mutual security or NATO commitments. In the development 
the defense support program, the MSA mission consults with the MAAG ft 
guidance on military matters. The mission also attempts to influence | 
governmental policies and actions in the economic and production fiel 
also responsible for reviewing program execution in particular countries 

Whereas the European missions are lacgely concerned with the bilateral aspe: 
of program development and execution, the MSA regicnal office in Paris is c 
cerned with the AMlutual Security Program’s multilateral aspects, and with 
review of the Luropean program viewed as a regional whole. It is responsi 
lay basis on 
economic and firancial aspects of the North Atlantic Treaty Organization, 
Organization for European Economie Cooper: the Umited Nations Eeonuon 


rope: 
a. a 


for representing the United States Government on a day-to-¢ 


Commission for Kurope, and certain specialized agencies also Works on cer 


regional aspects of ea west trade controls 


The tec! iil for the administration of 


vr the administration of 
ipal role of MSA/Washinetonu the formulation 
economic policy in coordination with the Departracnts of 


Otfice of the Director of Mlutual Securit, \ISA prepares 


iotmMents, Amd is response fe approval 
+} 


ce au 


F / rol 
d. kh lteral negol 


Negotiations must be conducted with each of the countries receiving Mut 
Security aid. These negotiations are for the purpose of defining the comm 
ineuts of the participating countries, the reiationship of the effort to NATO pr 
grams, the compli nee with United States legislation conditioning the receipt 
aid, and such other factors as are considered to promote the purposes of mut 

‘urity. Primary responsibility for the conduct of these bilateral negotiati 

United States falls upon the Ambassador in each country, and a 
ted in by the MSA and MAAG Mission Chiefs in their respective are: 
le of the Direetor for Mutual Security is to assure that coordinated ne 


structions are } romipt Vv transmitted to the Ambassadors 


mw 


except fol iropean countries, ail review of countrys proposals is condi 


Washington level by the ‘rested agencies For European countries, 
economic "‘ORri ; are examined by regional United States pers 

ire appropriat nsideration of NATO and other regional factors 

the case of military assistance, JAMAG is the regional reviewing office 


MS A urope reviews the def nse s ipport prograts Regional comments 


*t 


acre 


the country proposals are forwarded to Washington agencies for considerati 
the development inal proposais. 
At the Washington level, the agenev with primary responsibility for a part 


aspect of the rogram is charged With presenting fully coordinated propo 
the Director for Mutual Security In addition to examining country pro} 


rencies are instructed to coord 


‘ 


conformity with their own policies, these a 
proposals with all other agencies of interest This procedure expe 
nh, assures completed staff work on the part of all agencies concerned and } 
es for the early referral of conflicting views, if anv, to the Director for Mut 
Security for resolution. 

The Director for Mutual Security reviews the proposals of the several agen 
for conformity with existing policy, consistency among the programs, and for 
quaey of coordination He is also responsibie for making, obtaining from 
President, or otherwise assuring decisions on those questions Which must prec 
the formulation of definitive programs. Based upon the above process, fit 
proposals on budget, program, and legislation are made to the President fon 
prior to their reeommendation to the Congress 

Program CLEC ition 

\fter legislative consideration and action, a program execution process, sim 
to that for program development, takes place, with refined programs develop: 
by the operating agencies being submitted to the Director for approval 
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The Director for Mutual Security allocates all funds based upon specific re- 
quests of the operating agencies. The requests of the operating agencies must 
be supported by complete programs and plans, adjusted to meet the policies and 
amounts approved by the Congress. These programs frequently need to be 
reviewed again at the country and regional level to assure balance and a maximum 
return for the funds to be requested Again the processes of country, regional 
and Washington coordination may have to take place prior to final acti and 
release of funds by the Director for Mutual Security 

In the course of review by the Director, all reque 
compliance with all provisions of law and admit 
poliey Recommendations are made to the Preside 

} 


Presidential findings, and after he has approved tl 


Inistrat 


(‘ongress are made. 
Upon receiving approval of the specific programs 
juests for the apportionment of funds are prepared a: 
of the Budget When the apportionment is approved 
Security allocates funds to the re spe ‘tive operat 
Programs are never static and adjustme: 
It is the established pr cedure that thre 
approved programs without the approval 
nless (1 er a change in objectives; 


functional progran 
PROPOSED LEGISLATIVE CHANG! 


\Ir. Woop. Then there is another document. Mr. ¢ 
] offer for inclusion it) thre : 
lative Changes.” 


As vou know, the bill which was offered for 


t 
committee contains certain proposed changes 


seemed to us that it might again be convenient 


I 


havea statement concerning the nature and purposes of 
changes we are recommending 

Senator GREEN. These are proposed by the State Dey 

Mir. Woop They are proposed by the admin 
agencies principally concerned with the program 
office, the State Department, the Defense Departme 
Security Agency 

Senator GREEN. Proposed by different agencies’ 

\ir Woop. That is correct, si sand af lim eht off 
in the record 

Senator GREEN. How long is that’ 

Mr. Woop. It covers a total of 12 or 15 

Senator GREEN. Are the pages numbered 

Mr. Woop. The pages are numbered? 

Senator GreEN. How many are there? 

Mr. Woop. There are 28. 

Senator Smrrg. Are these amendments to the bill? 

Mr. Woop. These relate to the amendments to the bill Chev con- 
stitute a brief statement in each case of the nature and purpose of the 
amendment proposed. 

Dr. Wi ox. Mr. Chairman, Il have not talked to Mi Wood about 
this, but we have already printed a committee document which out- 
lines the changes that are proposed, and gives the main purpose of 
those changes. I do not know how this document differs from the 
committee print which we have already had printed, but | would not 
think we want too much of that kind of thing printed up 

Senator Green. I think vou had better compare the two and find 
out whether there is anything there to add to the other 
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Mr. Woop. Very well, sir. If the committee wishes I will confe: 
with Mr. Wilcox, and if it seems likely that this would be useful as the 
basis for consideration by the committee, we will submit it. 

(The document referred to follows:) 


PROPOSED LEGISLATIVE CHANGES 


Speciric AUTHORIZATION TO MAKE AssISTANCE AVAILABLE TO REGIONAL Evt 
PEAN ORGANIZATION 


which would express the belief of the Congress that it is essential in the adminis 
tration of the Mutual Security Act to support concrete measures for political 
federation, military integration, and economic unification in Europe. In addi 
tion, and in furtherance of that purpose, the provision would also authorize thi 
use of funds appropriated for assistance to Europe to furnish assistance to organi 
zations of nations which are individually eligible for aid under title I of the MSA 
and to any other organization, association, or grouping of nations which, in th 
opinion of the President, make a significant contribution to the goals of political 
federation, military integration, or economie unification of such nations. 

This section refleets the view of the executive branch that the history of th 
United States in eliminating artificial geographical barriers to commerce among 
the States, in pooling the resources of interdependent areas and in uniting th 
contributions of peoples of the most diverse cultures provides an example of the 
kind of steps which can and must be taken to sustain European vitality and enabk 
these countries to become independent of outside assistance In the Nor 
Atlantic Treaty Organization, the Council of Europe, the Schuman plan, th 
Organization for European Economic Cooperation, the European Payments 
Union, and other similar international efforts, the countries of Western Europ: 
have taken steps which demonstrate their ability and willingness to work together 
toward the solution of their common problems. 

Europe is now taking a long step forward in this direction through the estab 
lishment of the European defense community Although each of the proposed 
members of this community is now individually eligible for military assistance 
under the Mutual Security Act of 1951, it may be desirable to treat the Europea 
defense Community as @ separate integrated entity for purposes of programi 
and supply. The community, it is expected, will have a common defense budget 
and engage in centralized military procurement. While there is authority i 
the Mutual Defense Assistance Act of 1949, as amended, to provide assistan 
{ 


The draft bill suggested by the executive branch contains a provision (see. 2 


o and to conclude agreements with ‘‘groups of nations,” operations under that 
act have been geared primarily to programs of a bilateral nature. This sectio 
is particularly intended to remove any doubts as to the legality of arrangement 
which may be appropriate for carrying Out most efficiently and expeditiously 
purpose of Congress in assisting such multilateral efforts to attain maximu 
effectiveness 

cifically, assistance will be furnished to these organizations of nat 

} } 


nel which aid is row authorized to be provide 
Eeonomie and technical assistance will be furnished out of fun mad 
‘the authority of paragraph 101 (a) (2) and military istance 
ids made available out of paragraph 1G] (a ; bec 
mav require the direct transfer of funds, the 
| es these transfers This authority might be used 
to purchase | "” irrencies with such funds and to make those currencie | 
for use in the EDC procurement program. The dollars received by these count: 
can be used to finance import requirements from the dollar area resulting from the 
defense activities ar d will thus correspondingly reduce the needs of these countri 
} 


mMmcavidual count! 


for economic aid which they would otherwise have received directly Funds whi 
are directly transferred will be drawn in every case from the appropriation au 
thorized for economic and technical assistance. 

It is intended that policies and safeguards previously laid down with respect 
to the furnishing of assistance on a bilateral basis shall be observed in the adminis 
tration of activities under this section so far as they may be appropriate for 
programs directed at international organizations and may contribute to the 
purpose of this section. 

Accordingly, assistance can only be furnished to these groupings of nations 
pursuant to the applicable terms and conditions of the Mutual Defense Assistan 
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confer Act of 1949, as amended, and the Economic Cooperat 
l as the There are provisions of the Economie 

application in logic to the provision 

example, 115 (b) (2) of the ECA 
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a) Only one agency (either M 


administrative complications, confi 
ments, two agencies doing ove rlapping 
with consequent waste, ete.; 

bh) MSA has been administeri 

and to ¢ ge their administratio 

trative complications; 

c) The general military insecurit 
Burma and Indonesia, makes it importa 


aid program to those countries under an 


furnish assistance in the form of comm 
support of military Operations and ot] 
have to be undertaken in those count 
to do this, and its association with mili 
interfere with its work and acceptability 
character represents & very positive asset 

In recognition of these cogent reasot an 
obstacle referred to above, we propose that 
obstacle It is not necessary to amend sectio! 
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the effect of removing the limitations of that section from MSA prograans i! 
Europe and the Near East as well as southeast Asia. It is enough to provid 
that MSA may carry on programs in the title II] area without regard to the 
prohibitions of section 503. The legislative language suggested above would 
accomplish this purpose. 

Our military assistance to these countries and the success of the mutual defens: 
efforts we are carrying on with these countries against communism might come 
to nothing, or redound to the positive benefit of the Communists, unless we assuri 
those countries against Communist subversion or Communist political victories 
To do this we must carry on economic and technical assistance programs in thess 
countries which help raise standards of health, increase agricultural productior 
improve the efficiency of the local government and the quality and extent of 
necessary social services, ete. In other words, if our mutual defense programs it 
the underdeveloped and politically insecure countries of southeast Asia are to be 
successful, if we are not to waste military assistance and lose valuable allies at 
the same time, we must provide assistance that helps support the existing friend] 
governments of these countries, that tends to strengthen their commercial rela 
tionships and other ties with the western democracies, and that fortifies existing 
and helps create new democratic institutions in those countries. Assistance to 
the above ends is ‘‘necessary for carrying out mutual defense programs.” 


SecTION 408 (£) OF THE MutTuaL DEFENSE AssISTANCE Act oF 1949, as AMEND} 
sec. 8 or MSA, Fiscau Year 1953 


Section 408 (e) of the Mutual Defense Assistance Act of 1949, as amended 
permits the United States to furnish military assistance to foreign governments o1 
a reimbursable basis. There are at present three standards of eligibility. They 
are: 

(a) Recipient countries are eligible for assistance under titles I, II, or IIT of the 
Mutual Defense Assistance Act, or 

(b) The recipient country has joined with the United States in a collective 
defense or regional arrangement, or 

(¢ The recipient country is not eligible to join in a collective defense or regional! 
arrangement as above, but its ability to defend itself or to participate in the 
defense of the area of which it is a part is important to the security of the United 
States. 

Under clause ¢ above, it is necessary that the country concerned shall have 
first provided the United States with assurances that the assistance will be used 
solely to maintain its internal security, its legitimate self-defense or to permit it 
to participate in the defense of the area of which it is a part or in United Natio 
collective security arrangements and measures. In addition, the recipient country 
must give an assurance that it will not undertake any act of aggression against 
any other state. Furthermore, it has been standard policy to require nation 
receiving reimbursable assistance under clause Cc above to vive assurance to the 
United States that: 

a) Any assistance furnished pursuant to the provision will be utilized 
furtherance of the policies and purposes of the act 

(b) Title to or possession of any equipment, materials, information or servic: 
furnished will not be transferred without the consent of the United States. 

c) Security will be preserved. There are two distinct types of transactior 
authorized bv section 408 (e). The first is transfer or sale from United State 
military stocks, and the second is procurement by the United States Governme! 
from a commercial source for the benefit of the recipient government. Sectio 
108 (e) requires that the recipient nation shall have first made available the fa 
value before any transfer is made or any service is rendered. Transactions of th 
type frequently require that the items to be transferred shall have first bee 
rehabilitated. In such cases, the rehabilitation is generally undertaken by tl 
United States Government. With respect to the second type of transaction, i. « 
procurement from nongovernmental sources, section 408 (e) requires that the 
nation shall have first made a dependable undertaking consisting of an agreemet 
providing that the recipient country will pay the full amount of the contract at 
ensure the United States against anv loss on the contract and that it shall mak: 
funds available prior to the time called for by the contract and shall make fund 
available to cover the estimated amount of any damages and costs that mig! 
accrue from the cancellation of the contract. 

Section 408 (e) specifies that the amount of outstanding contracts subjeci 
the dependable undertaking is limited to $500 million at any given time 
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raans it The proposed revision of section 408 
provid: hey are: 
i to the 1. The inclusion of all countries eligible for 
> would sutomatically eligible for reimbursable aid 
2. The inclusion of authority to furnish reimb 
defensi SHAPE or to other international headquarters or 
it come iropean Defense Community 
P assure 3. The establishment of a waiver procedure whicl 
ictories ) dispense With payment prior to delivery in certai 
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The question has been raised whether the United State 


aterials from its military stocks to international headq 
section 408 (e) at present does not provide for the furnisl 


regional 


to anv entity other than a nation. There is legislative 


States to make dollar contributions to SHAPE, but 
Hl iuthority to permit the sale of materials from its 
ae The question whether such a transaction is permissibl 
‘rimit it serious one in view of the facet that SHAPE has requi 
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ommunications equipment The present amendment 
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\t present, the United States would be 
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5 Be This difficulty is not pertinent to procurement 
ayment may be required prior to delivery. Ther 
owever, in the dependable undertaking procedur 
hether the European defense community will have 
bility to enable it to enter into the dependable unde 
ble method of avoiding this difficulty is to ask the 
assume responsibility for dependable undertaki 
fense community 
WAIVER OF PAYMENT’ 


Canada receives no grant aid but procures extensive 
av of section 40S (e The iron-clad requireme! 
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made prior to delivery works undue hardships on the Canadians in that while 
is recogniz 


ed that the Canadian credit is good, the Canadians mu neverthe 
tie up millions of dollars in the United States pending delivery of goods procur 
under section 40S (e), whi is sometimes delaved for several months Mor 
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next 18 months. It is indicated, however, that 
new defense orders might reach a total of S300 
million figure and further assuming that $100 n 
bligated in fiscal vear 1952 and the balance of $200 n 
arrive at a total figure of $614,334,391 in 
authority pending during fiscal year 1953. 
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Chis would bring the total requirements 
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In view of these estimated availabilities of excess equipment for transfer und 
the fiscal vear 1953 program, it is recommended that the total excess limitati 
of SI billion presently authorized be increased by $200 million to a new total 
$1.2 billion 

The military departments make the determination of excess in accordance wit 
the definition in the law. The process of determining what quantities of a pa 
ticular item are excess involves careful study and thorough sereening. The to 
requirements for all efements of the United States Armed Forces, including 
mobilization reserve and civilian components are computed. This is mately 
against the stocks on hand, Including stocks of suitable substitutes, and wl 
assets exceed requirements, the difference is excess 

The authority for the transfer of excess equipment has permitted disposit 
to friendly nations of substantial quantities of some types of material not need 
for United States forces, but valuable in building up the strength of the com! 
forces of the free world Attached tabulation shows the acquisition cost by m 
catego! : f excess material transferred as of December oh. L951, ine] 

| tion 408 (fe 


Aca uisition cost of ercess matériel transferred by major catego 


\ 


Vessels 
Vessel equipment 
\ircraft 


. na 


mical and transportatior 


iaw 75 CGreek-] l 


Total 524 


—Includes acquisition « of ess equipment transferred under s 8 (e) of Publ 
R “aniiiulat { sf , “ye ; > F 05 
recapitulation of status of ercess equipment (as of Dec. 31, 195] 


Total limitation authorized, Public Laws, 329, 621, and 165 — $1, 000, 000, 6 
Total excess equipment programed, fiscal vears 1950, 1951, 

and 1952 853. 99 = 
Minimum excess equipment available for transfer, fiseal year 

1953 266, 097, 62 
Excess availabilities for transfer over authorized limitation 

2+3 1 0, O97, 1 


Additional excess limitation required, fiscal vear 1953 


REPEAL OF Manpbatory LOAN REQUIREMENT 


We believe, for the reasons hereinafter set forth, that the loan requirement 1 
contained in section 522 of the Mutual Security Act of 1951 should not be extend: 
and have proposed legislative language which would make this abundantly clea 

1. In the case of Europe.—No further loans should be required to be made to t! 
European countries for which economic aid is proposed in this bill, for the followi 
reasons: 

a) Most of the economic aid is for direct support of rearmament. It does n 
increase Europe’s ability to repay loans, and therefore should be furnished o1 
grant basis. 

(b) As of June 1951, Western Europe already owes $8.3 billion to the Unit 
States Government, $0.6 billion to the International Bank and $19.4 billion 
American private investors, or a total of $28.3 billion. Interest and amortizati: 
alone will amount to $525 million in 1952 (of which $390 million will fall du 
the United States Government). Although this existing burden of debt is so hea 
as to raise some question with respect to Europe’s reasonable ability to repa 
MSA will lend. in addition, at least $164.4 million to Europe during fiscal v 
1952, in accordance with section 522 of the Mutual Security Act of 1951. 

(c) Moreover, any additional repayment burden imposed on the Europes 
countries at this time would impede their ability to obtain loans from the Int 
national Bank and the Export-Import Bank. This would be most undesirab 
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since loans from these institutions would generally increase their export earnings 
and to that extent be self-liquidating. 

(d) When assistance is rendered in the form of loans rather than grants, counter- 
part is not generated. As a result the United States Government loses the 
opportunity to exercise its influence in connection with counterpart releases, a 
significant amount of which must be used for direct military undertakings. T!} 
influence is an immediate advantage. in contrast to the postponement of payments 
under loan agreements. Payments of principal are frequently postponed for 5 
vears and then continue for 30 vears. All other things being equal, influence is 
stronger and more immediate when counterpart is involved than whet 
aid in the form of loans. 
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require that they be undertaken as loans would 
ndertaken at all. 

In some other countries such as Formosa, Indochina 
eastern countries, any additional loans are preclud 
economic conditions in these countries make them bs 
inable to service additional external debt 

Many projects proposed for grant financing are 1 
publie health and are directed toward immediate I 
rder to contribute to political stability. In general, 


+} 


and per capita income in these countries is so low that 
nonbankable projects, which would not direetiv contribut 
ervicing capacity of the countries concerned, might create sev 
as economic difficulties. 


DETAILED ANALYSIS OF LOAN PRORARILITIES IN 


Of the Western European countries which av receive 
States (excluding Belgium, Portugal, Sweden, and Switzerian 
ably well qualified to accept additional dollar-loan obligati 
ample, has outstanding dollar debts of over $2.25 bil 
Government and IBRD alone For fiseal vear 1953 serviel 
dollar debt will take $75 million, or about one-quarter of estimated collar earnings 
from French exports. By 1955 the burden of servicing dollar debt should increase 
to about $130 million 

The perilous exchange position of the United Kingdom is too well known to 
bear repetition An important element in these difficulties is the burden of exist- 


ic and private 
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ing dollar indebtedness. Dollar-debt service charges already have attained = 
level of $183 million (of which about $36 million is for Canada) per year. mii 

Norway and Denmark, although they have relatively small debts to the Unit an a 
States Government, are heavily burdened with dollar obligations other than thos ; I 
to the United States Government. The dollar debt of the Norwegian Gover fisca 
ment at the end of June 30, 1951, was about $140 million. Both of these eour bala 
tries and their instrumentalities floated large bond issues in New York in the mid Dep 
1930's, with coupons ranging from 3 to 6 percent. As of March 31,1951, out tion 
standing Danish dollar obligations amounted to $189 million of whieh only $20 rele 
million were held by Denmark. This ineludes a Danish International Ban 
loan of $40 million. In addition to the dollar obligations of the Government 
Norway is still heavily burdened with dollar ship loans whieh are being repaid 
by private Norwegian companies. Ship payments totaling $44 million are scl 
uled for the period 1951-61. 

Taking all of these dollar obligations into account, each country had dolla: 
carrying charges and repayments which approximate 15 percent of the current 
amount of dollar earnings in United States. Denmark is particularly vulnerabk 
to the incidence of these carrving charges because it has not been able to establis! 
an appreciable market for its dairy and other products in the United States 
\ significant part of Denmark’s earnings on dollar trade account consists of sal 
to the United States Military Establishment in Europe, an extremely precarious 
item In any appraisal of the country’s long-range capacity to service dollar debt 
Pulp and paper, an important dollar export for Norway, is currently being sold 
in the United States at prices so far below those which can be obtained elsewher 
that the Government is experiencing great difficulty in inducing Norwegia: 
exporters to maintain their dollar markets. At the same time, United States 
and Canadian production of pulp is expanding at a rate which suggests that 
Norway faces the prospect of losing its dollar pulp market entirely unless demand 
stronger than appears probable at present. 

The situation in Germany is not sufficiently clear vet to permit a judgment as 
to her ability to bear dollar indebtedness. Much will depend on the terms of th 
contractual arrangement now under negotiation regarding the German defensé 
contribution and the settlement of the prewar and postwar German debt questio 

Italy is not in a position to assume additional general-purpose dollar indebted 
ness. Italy’s continuing need for increased investment is conditioned by larg: 
existing unused productive capacity in some fields. There now appear to be 1 

vestment opportunities which, in the proximate future, seem likely to produc 
additional dollar income—or savings—which could be used to service additiona 
debt. 

The Netherlands already has assumed an excessive burden of dollar debt 
Ty bt sery ice pas ments on United States postwar loans will amount to S45 millior 
calendar 1952, or roughly half of the Dutch export earnings in the United Stat: 
Annual dollar-debt payments will continue to be substantial through 1973 

Austria, Greece, Iceland, Turkey, and Yugoslavia are so obviously unablk 
service additional dollar debt that no detailed discussions seem necessary. 


alo 


iOlLE 


CONTRIRUTION TO THE UNITED NATIONS KOREAN 


RECONSTRUCTION AGENCY 
SUMMARY STATEMENT 


e established poliev of the United States to provi le economic assista 
for the Republic of Korea by contributions to the United Nations Korean Recon 
struction Agency (UNKRA) which was established by the General Assembly 


the United Nations to provide for relief and rehabilitation in Korea. The military 
geression against the Republic of Korea has caused vast damage to its econor 


resulting in the necessitv that economic assistance be furnished to enable thi 
Korean people to survive the ravages of war. The over-all purpose of UN KRA’s 
economic assistance program is to help the Korean people in their own efforts 
first to provide the basic necessities of life and then to restore a self-sustaining 
economy. During the continuance of hostilities, the Unified Command has the 
primary responsibility for civilian relief in Korea \fter the cessation of hosti 
ties and as soon as military circumstances permit, such responsibility will | 
transferred to UNKRA which will also assume responsibility for rehabilitatior 
F The United States has pledged, subject to the approval of the Congress, $162.5 
P For fisca 


S10 
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million has been disbursed; and the Congress authorized, but 


an additional $45 million. 

The proposed legislation authorizes (1) Extending thi 
fiscal vear 1952 authorization of $45 million and (2 
balance of the fiscal vear 1952 appropriation. — It 
Department of the Army to make available toward 
tion to UNKRA, at the time when that agency ass 
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health, education, public-welfare facilities, agriculture, fishing, electric power 
textiles, shipping, inland transportation, and communications. In these and 
other fields, plans and specific projects have been developed by the Agent Genera! 
and by his staff in Korea acting in cooperation with Korean officials. The progran 
has been broken down into specific projects, thus giving it flexibility and making 
variable timing possible. Particular projects can be undertaken as early as 
conditions permit and their inauguration need not await assumption of full 
operational responsibility by UNKRA. 


U'NKRA’s immediate program pursuant to the agreement between UNKRA and the 
Unified Command 


An agreement has been entered into between UNKRA and the Unified Com 
mand providing for assumption by UNKRA of full operational responsibility 
for the relief and rehabilitation of Korea at a time 6 months after the cessatio 
of hostilities, unless the military situation will not, at that time, permit such a 
transfer of responsibility. The agreement further provides for joint committee 
to work out programs; and such committees are now functioning in Pusan and 
Tokyo. Through this joint programing. machinery, the Agent General may pro 
pose projects for operation either by the military authorities or directly by 
UNKRA during the present military phase, even in advance of the cessation of 
hostilities. It is hoped that a number of such projects which are being currentl, 
discussed with the United Nations Command can be carried out in the immediate 
future Accordingly, the Advisory Committee to the Agent General, of whic! 
the United States is a member, has authorized the expenditure of some $8 millio 
for this purpose. Projects considered and approved by the Advisory Committe 
for early execution, if concurred in by the United Nations Command, inelud 
the provision of fishing nets urgently needed for augnenting the food supply, 
the reestablishment of a merchant marine school, the importation of poultry and 
farm animals, a number of rehabilitation projects in the fields of educatfon, voca 
tional training, and public health; the inauguration of specific engineering surveys 
and the development of detailed blueprints for power, mining, and*other indus 
trial installations essential to the rehabilitation of the Korean economy 

UNKRA is seeonding personnel to the United Nations Civil Assistance Com 
mand during the period while that command is responsible for Korean relief 
and rehabilitation. In this way, UNKRA is able to give immediate help t 
Korea as well as to insure an efficient and swift change-over when UNKRA 
assumes full responsibility. UNWKRA already has approximately 50 people 
Korea assigned to the provincial relief teams and otherwise working under dire« 
tion of the Civil Assistance Command. This staff is engaged in the distributio 
of relief supplies, the prevention of epidemics, and related health and welfar 
activities, as well as in short-term economic rehabilitation. UNKRA has reeent!, 
received request for an additional 54 such persons; and further.substantial request 
for such personnel are anticipated. 


Contributions by all governments to UNKRA 


Twenty-six governments (including the United States) have pledged or co: 
tributed a total of approximately $206 million to UNKRA. Of this amount 
approximately $18 million has been paid in eash and approximately $850,000 i 
value in kind has been delivered. 


Additional government contributions to Korean relief 


~ - 


Twenty-eight governments have pledged or contributed $17.5 million und 
the Secretary General’s emergency relief program for Korea. These contributio: 
were instituted prior to the establishment of UNKRA. The United States d 
not contribute under this program because it was providing for civilian relief 
Korea through the Unified Command. The United States has obligated, ¢o 
mitted, or disbursed through the Unified Command in excess of $200 million for 
direct civilian relief in Korea. 


EXTENSION TO THE Mutua Security Act or Section 119 or THE Econom 
CoopERATION Act (EXEMPTION FROM CoNnTRACT AND ACCOUNTING Laws 


The operations thus far of the offshore-procurement program have indicat: 
that a substantial impediment to expeditious letting of contracts is imposed | 
Public Law 245, Eighty-second Congress. This statute amends section 304 of t 
Federal Property and Administrative Services Act of 1949 (41 U.S. C. 254) a 
section 4 of the Armed Services Procurement Act of 1947 (41 U. S. C. 1538) | 
inserting the following subsection: 
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‘‘(e) All contracts negotiated without advertising pursuant to authority con- 
tained in this act shall include a clause to the effect that the Comptroller General 
if the United States or any of his duly authorized representatives shall until the 
xpiration of 3 years after final payment have access to and the right to examine 
uny directly pertinent books, documents, papers, and records of the contractor 
or any of his subcontractors engaged in the performance of and involving trans 
actions related to such contracts or subcontracts.” 

This statute gives the Comptroller General authority to examine all pertinent 
oks and records relating to contracts negotiated without advertisin: t 
to authority contained in the other two acts. Foreign contractors h 
1 reluctance to accept such a clause. They have taken the positior 
they do not do business in the United States and are not subject 
the United States, they cannot agree to allow their records to | 
\merican officers. This refusal is sometimes based on fore 
iot permit disclosure of records to aliens. 

Furthermore, such examination by the Comptroller General i nneection with 
ffshore procurement would appear to be of little use because: 

(a) Under European accounting methods, it is almost impossible to evaluate 
records; in general, accounting practices and principles in foreign countries do not 
have the degree of consistency and uniformity found in the United States (mong 
practices which may vary considerably from American practices are inventory 
evaluations, burden (factory overhead), allocation, depreciation ‘ies, ete 
cost-accounting principles and practices, particularly in the | yf standard 
costs, have not been developed to any widespreod extent in foreign countries 
\lso, accounting practices and principles in a particular foreign country may be 
influenced materially by principles of taxation peculiar to that country 

(b) A host of international legal problems would arise upon an attempt to en- 
force any action required by the Comptroller General as a result of facts uncovered 
by the examination. 

In order to eliminate this impediment to the offshore procurement program 
section 532 has been drafted to apply the provisions of section 119 of the Economic 
Cooperation Act of 1948 to the performance of functions under 
Security Act Seetion 119, which permits the ‘esident to ex 
from contract and accounting laws, is as follows 

“When the President determines it to be in furtherance 
title, the funetions authorized under this title may be perforn 
to such provisions of law regulating the making, performar 
modification of contracts and the expenditure of Government 
dent may specify.” 

It is the considered judgment of procurement special 
examination of records by American officials is so repugn: 
that it would substantially affeet the suecess of the offsh 
certainly so far as Government-to-private contractor ¢ 
s deemed essential, therefore, to grant to the Preside 

e Mutual Security Act which were given to him by the 
the Economic Cooperation Act of 1948, in order that 
wdaptable only to domestie contracting will not impr 


program 


PROVISION PERMITTING EMPLOYMENT OF RETIRED OFF 


It is proposed that the new bill should contain a provision (see. 7 (¢ second 
paragraph) which would amend the Mutual Security Act by adding t following 
ew section: 

“Sec. 533. Nothwithstanding section 2 of the Act of July 31, 1894 (5 U.S.C 
62) any retired officer of any of the Services mentioned in title 37 of the United 
States Code may hold any office or appointment under this Act of Ji 30, 1932 
5 U. S. C. 59a).” 

This provision would permit the appointment of retired 
ormed services to offices or positions within the Mutua 

is needed because of the act of July 31, 1894 (5 U.S. A. 62 
retired officer from holding two offices in the Federal Governiner 
inless the annual pay of neither amounts to $2,500. The 
would also permit such officers to elect to receive either their 
the pay of their civilian positions. Exemptions from this stat 
available for the Central Intelligence Agency (50 U.S. C. 493f (f 
erans’ Administration (5 U.S. C. 64a) and the Bureau of the Budget 
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There have been oecasions in the past when it would have been desirable 1 
hire retired officers, but it was impossible to do so beeause of the statutory pro 
hibition against a retired officer holding another position in the Government \ 
recent example occurred when MSA wished to hire a retired general officer of 
the Army to head its defense production staff in Franee. In view of the mil 
tarv complexion of the entire Mutual Security Program, it is believed that ox 
casions will often arise in the future when one of the agencies in the Mutua 

I 


Security Program will need the special skills and training or retired militar 


officers in civilian positions under the Mutual Seeuritv Program The s 


gested provision will make this possible 


AUTHORIZATION OF CONTRIBUTION TO THE PROVISIONAL INTERGOVERNMENT 
COMMITTEE FOR THE MOVEMENT OF MIGRANTS FROM EvROP! 
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Nations to provide for relief and rehabilitation in Korea. As the members 
this committee are aware, the military aggression against the Republic of Kor 
has caused vast damage to its economy resulting in the necessity that econom 
assistance be furnished to enable the Korean people to survive the ravages 
warfare. The over-all purpose of UNKRA’s economic assistance. program is 
help the Korean people in their own efforts to provide the basie necessities 
life and to achieve, to the extent possible, a self-sustaining economy. Duri 
the continuance of hostilities, the unified command has the primary responsibili 
for civilian relief in Korea. After the cessation of hostilities and as soon as militar 
circumstances permit, this responsibility for relief will be transferred to UNKR 
which will also assume responsibility for rehabilitation. 

The United States has pledged, subject to the approval of the Congress, $162 
million as its share of the initial $250 million program of UNKRA. For the fise 
vear 1952 the Congress authorized and appropriated $50,200,888, of which S$] 
million has been disbursed to UN KRA; and the Congress authorized, but did nm 
appropriate, an additional $45 million. 

Section 303 of the proposed legislation authorizes (1) extending through t! 
fiscal year 1953 the authorization previously made for the fiscal vear 1952 in thy 
amount of $45 million, and (2) carrying over the unexpended balance of the fisca 
vear 1952 appropriation. The proposed legislation also authorizes the Unit: 
States Department of the Army to make available toward the United Stat: 
contribution to UNKRA, at the time when that Ageney assumes full respons 
bilitv for relief and rehabilitation in Korea, civilian relief supplies in the Arn 
pipeline to Korea of a value not to exceed $67.5 million. 

The respective authorizing and appropriating committees of the Senate ar 
the House have, in their reports in the EFighty-second Congress, recognized tly 
needs of Korea for economic assistance and the responsibility of the Unit: 
States to contribute toward those needs. In general effect, the proposed legisla 
tion would continue the availability of the authorizations of section 303 of th 
Mutual Security Act of 1951. 

The proposed legislation would fulfill the United States pledge of $162.5 millio 
to the following extent: 

Mii 
Disbursed to UNKRA in fiseal year 1952 to date S10 
Fiscal year 1952 authorization extended through fiscal year 1953 15 
Anticipated carry-over of fiscal year 1952 unexpended balance (approxi- 

mately ' 10 
Transfer of Army pipeline of value not to exceed 67 


Total not to exceed y 162 


rhe exact amount of the unexpended balance on Mar. 25, 1952, was $40,200,888 


With respect to the Army pipeline, it is estimated that its value at the time 
transfer will fall short of $67.5 million. In such event, the total authorizatio 
will likewise fall short of the pledged amount. The ceiling figure of $67.5 millio 
on the value of the Army pipeline has been inserted only for the purpose of a 
suring that the total authorization does not exceed $162.5 million. 

It is necessary that the proposed United States cash contribution of $85 milli: 
be available for UN KRA as soon as hostilities cease. The immediate need whic! 
will then arise must be provided for by authorization and appropriation in ad 
vance. Under the provisions of the proposed legislation, actual disbursement 
UNKRA would be made when determined by the President to be appropriat 


to support those functions of UNKRA which the military situation in Kores 


permits the Ageney to undertake. Although UNKRA will not take over ful 
responsibility frem the military before 6 months after the cessation of hostilitic 

UNKRA must begin immediately after hostilities cease to commit large amount 
toward building up its own pipeline to dovetail into, and to sueceed, the Arn 

pipeline. To fill this pipeline, UNKRA will be required to place most of it 
oriers from 6 to 9 months in advance of the date of delivery in Korea. Other 
wise, an empty space in the pipeline would inevitably occur. 

The principal objectives of the UNKRA program are: (1) to provide the mii 
mum food, shelter, clothing and medical services required to sustain life, (2) | 
assist in the development of agriculture, fisheries, coastal shipping and mining so a 
to minimize food import requirements and to maximize exportable surplus 
(3) to assist in increasing the Korean production of goods and materials and i: 


making the maximum use of indigertOus resources, (4) to assist in measures de- 
signed to counteract the inflationary tendencies resulting from war conditions, 
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5) to assist toward the achievement of economic conditions conducive to the 
maintenance of economic and political stability, (6) to assist in the training of 
Koreans in technical skills in such fields as agriculture, industry, public health, and 
education, and (7) to assist the Government of Korea and its operating personnel 
n the formulation and development of policies and administrative procedures 
lesigned to enhance the efficient utilization of economic assistance furnished by 
UNKRA. 

The General Assembly of the United Nations has approved a $250 million 
program for UNKRA for an initial period estimated to be approximately 1 year 
of full-scale operation. For the first year of full-scale operation, probably two 
thirds of the expenditure will be required for relief and sustaining commodity 
imports such as food, clothing, shelter and fertilizer, and the remainder will be 
livided among needs such as public health, education and various rehabilitation 
projects. The allocation of the initial $250 million program of UNKRA is based 
on estimates of needs made during hostilities and remains flexible to meet the 
needs as they are encountered. The program provides for a start on rehabilitatior 
in such fields as housing, public health, education, public welfare facilities, agricul- 
ture, fishing, electric power, mining, textiles, shipping, inland transportation and 
communications. 

In these and other fields, plans and specific projects have been deve loped by the 
Agent General and by his staff in Korea acting in cooperation with Korean officials 
and in consultation with the United Nations Civil Assistance Command The 
program has been broken down into specifie projects, thus giving it flexibility 
making variable timing possible. Particular projects can be underta 
ment with the Unified Command as early as conditions permit and their inaugura- 
tion need not await assumption of full operational responsibility by UNKRA 

An agreement has been entered into between UNKRA and the Unified Com- 
mand providing for assumption by UNKRA of full operational responsibility for 
the relief and rehabilitation of Korea 6 months after a cessation of hostilities 
inless the military situation will not, at that time, permit such a transfer of 
responsibility. The agreement further provides for joint committees, composed 


of representatives of the appropriate military authorities and of UNKRA, to work 
out programs; one such committee is now functioning in Pusat 


and 


i 


Kel In agree 


and anoth 
Tokvo. \ third joint committee, composed of representatives of the | 
Command (including the Department of Defense and the Departmer 

will soon be functioning in Washington. Through this joint pr 


ery, the Agent General of UNKRA proposes projects to be finane 
and to be operated either by the military authorities or directly 
in advance of a cessation of hostilities 

Ficht such projects have already received approval in principle a 
pated that additional projects will soon be approved. According! 
Committee to the Agent General, of which the United State 
autherized the expenditure cf approximately $8 million foi this 
considered and approved by the advisory committee for early 
curred in by the United Nations Command, inelude the provision: 
ircently needed for augmenting the food supply, the importati 
farm animals, the reestablishment of a merchant marine scl 
rehabilitation projects in the fields of education, vocational 
health, the inauguration of specifie enrineering survey 
detailed blueprints fer power, mining and other industrial ins 
to the rehabilitation of the Korean economy 

UNKRA is detailing personnel to the United Nations Civil As 
nand during the peried while that command is responsible for kh 
In this way, UNKRA is able to give immediate help to Korea as well as 
an efficient and swift chance-over when UNKRA assumes full re 
UNKRA already has 75 people in Korea assigned to the provincial rel 
und otherwise working uncer direction of the United Nations Civi 
Command: and UNKRA is presently recruiting an additional 63 s 
This staff is encaced in the distribution cf relief supplies, the prever 
demies, and related health and welfare activities, as well as in short-term 
assistance. 

In conelusien, we urce this committee to fulfill the United States pledg 
ontinuine the aveilability cf the previous authorization and the urexpend 
halance of the previous appropriation, toerether with transfer to UNIKRA cf goods 
in the Army pipeline at the time of take-over by UNKRA, because we are con- 
vineed that 

1) Pelief and rebabilitation shculd be furnished to the people of Korea to 
enable them to sustain life and to survive as an independent country; otherwise, 





782 MUTUAL SECURITY ACT OF 1952 


the United Nations’ military resistance to aggression will have failed to accomplis! 
its principal objective. 

2) The responsibility for furnishing relief and rehabilitation should be share 
through the multilateral United Nations program of UNKRA; otherwise, tl 
burden May fall entirely on the United States 

3) The United States should contribute its share by fulfilling its pledge of 
$162.5 million; otherwise, the United States should not expect other countries 1 
fulfill their pledce 

1) Provision fer financing the UNWKRA program of relief and rehabilitatio 
for Korea should be made now in order that, immediately after a cessation 
hostilities, UNKRA may receive the funds with which to proceed in full-scal 
operation of its program: oulv in this wav can we demonstrate to the Korea 
people and to the world the ability of the United Nations to aid a 
aggression in its efforts to provide subsistence for its: people and to 


? 


economy to the extent required for its survival as an independent cou 


Senator GREEN. You may proceed, 
Mr. Woop. Now, Nir. Cleveland, will vou proceed, SID, 


PURPOSES OF THE FORMOSAN MSA PROGRAM 


Mir. CheveLrannb. Mr. Chairman, when we broke up vesterday I wa 
just in the middle of a short explanation about the economic and finan 
cial side of the Formosan problem. I had mentioned that there were 
five different purposes which the program there serves. 

Senator GREEN, Suppose vou begin all over again 

Mir. CLeveLanp. | will only enumerate the two that IT had men 
tioned before. One was the stabilization of the economy, which calls 
for the largest part of the program in dollar terms; the assistance from 
the United States pays for about 50 percent of the imports into For 
mosa, and the internal budgetary effeet of that covers about 25 percent 
of their budgetary plus nonbudgetary expenditures. 

There are the common use items which next Vear are proposed a 
$35.000.000 out of $115.000.000 for Formosa. This is a considerabl: 
Merease Over previous Vears. The common-use program is al 
arrangement whereby there is procured through the civilian side o 
the Chinese Nationalist Government, and through the Mutua 
Security Agency, certain materials and commodities which are used 
directly in the militarv effort. Because they are civilian tvpe com- 
modities, such as textiles, for example, or wool and cotton for the 
manufacture of uniforms, and so on, those items are handled through 
civilian procurement channels rather than through military procure 
ment channels 


USE OF FORMOSAN COUNTERPART FUNDS 


A good deal of material is also purchased locally and other con- 
struction and other expenditures take place, through the use of about 
a third of the counterpart funds for that direct: military support 
purpose. That isa little bit analogous to the use of counterpart funds 
in Europe for the purpose of constructing airfields and barracks and 
other military uses of counterpart funds. The same kind of thing is 
done in Formosa because in Formosa, of course, this is a program 

Senator Green. Well, the distinction to be kept in mind, is it not, 
is between current and capital expenses? 

Mir. CLEVELAND. I am not sure [ get your point, Senator. 

Senator GREEN. Do you believe that counterpart funds are sup- 
posed to be used for any purpose? 
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Mr. CLevetanp. These counterpart funds are used for several 
different purposes, one of which is the 

Senator GREEN. Can you use them for any particular purpose you 
like? We have no classification of purposes for which you intend to 
use 1t. 

Mr. CLeveiann. That is right; it varies a good deal from country 
to country, depending on the over-all purposes of the program | 

Senator GREEN. In this case vou feel justified on Formosa in 
counterpart funds for any purposes vou like? 

Mr. Cieveiann. That is right. These, of course, are the monevs 
of the Chinese Government, which they deposit, as vou know, in the 
counterpart funds. 

Senator GREEN. I understand about the counterpart funds. 

Mr. CLevELAND. The Chinese think, and we think, that the best 
uses for those counterpart funds are, one, to support the military 
operation quite directly, particularly through construction expendi- 
tures; two, to support the work of the Joint Commission on Rural 
Reconstruction in Formosa; and, three, to assist in other industrial 
and agricultural production developments designed to get the island 
a little more self-supporting and, therefore, less dependent on outside 
aid. 

Senator GREEN. Can | put my question anether way: Then, it is 
the polic: v to use them for other than permanent improvement? 

Mr. CLEVELAND. It is in the case of Formosa, some of them go for 
uses in the Formosan budget, for what might be called current stabil- 
ization purposes. 

Senator GREEN. Yes. 

Mr. CLevELAND. That is to assist in paying for current expenditures 
of the Chinese Government there that would not otherwise get 
covered. If they were not covered through the counterpart, they 
would be covered through inflationary financing, which might blow 


the lid off. 


uUSInY 


RREAKDOWN OF FORMOSA ECONOMIC ASSISTANCE PROGRAM 


Senator Smir#. Can I ask a question here: Are these matters vou 
are discussing now enumerated on page 14 of this document, ‘‘United 
States technical and economic assistance in the Far East,’ which is 
a part of the Mutual Security Program for 1952-53? There is a 
tabulation of the fiscal vear 1953 program, and the total is $115,000,- 
000, and gives nine different items. Are those the items you are 
describing now? 

Mr. CLEVELAND. Yes; what I am describing is among those items. 

Senator Smiru. I do not understand that. What is there outside 
of these items, because this makes $115,000,000, which is all we have 
rot to — 

Mr. CLevetanp. This is the total program, but what I was referring 
to at the moment was only a part of the total program; that is, that 
part that supports the military program. 

Senator SmirH. But it is not outside of this list here? 

Mr. CLEVELAND. No, it is within this list. 

Senator Smirx. It is within this list here. So, in studying this we 
can assume that this table, which appears on page 14 that I have just 
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referred to, entitled “Fiscal Year 1953 Programs,”’ items 1 to 9 includ 
what we are discussing with regard to Formosa. 

Mr. CLEVELAND. That is correct, sir. 

Senator SmiruH. Is that correct? That is in addition, of course, | 
the direct. military. 

Mr. CLEVELAND. Well, the direct military 

Senator SmirH. The direct military appears to be dollars plus. 

Mr. CLEVELAND. That is right. The delivery of end items. 

Mr. Woop. Senator Smith, could I request that the actual figur 
for the direct military not appear in the record? 

Senator SmirH. Certainly. Keep out any figures of that kind. 

What I am trying to get at is what Mr. Cleveland is talking abou 
now which, | take it, is this $115,000,000 figure. 

Mr. CLEVELAND. That is correct. 

Senator Smira. Which is covered by items | to 9 in this table 

Mr. CLeveLanp. Right. You will note that most of the $114 
000,000 is item 9, “Maintenance of essential supply.” 

Senator Smira. And other things 

Mr. Cievetann. And $35,000,000 of the $84,000,000 in that cat 
egory is for directly military supporting items, what are known 2 
common use items. 

Senator Smirn. Thank vou. That helps me in my thinking of 


‘ 


DEFINITION OF ‘““COMMON USE” ITEMS 


Senator GREEN. What does the term ‘‘common use’’ mean, part! 
military and partly civilian? 

Mir. CLEVELAND. No, it refers in this instance, and in the instan 
of Indochina, where the term is also used, to items which are for us 
by the military forces, either directly or after a processing for exampl 
wool for processing into uniforms, or gasoline for use in vehicles bi 
items which are common also to the civilian economy. 

Senator GREEN. That is what my question was, was it not? 
vou answer that? 

Mr. CLEVELAND. Yes, sir. They are items for the use 
military 

Senator GREEN. Well, answer it. 

Mr. CLEVELAND (continuing). But of civilian types. They are no 
partly military and partly civilian; they are all for military use, bu 
they are all civilian types of commodities: the at is to say, they are no 
end items; they do not shoot when you pull the trigger. 


Senator GREEN. Well, they are items which may be used—I mea: 


in their nature can be used—either for military or for civilian, that 
what you mean? 


Mr. CLeveLanp. That is correct. But they are, in fact, used, an 


they are bought for. the purpose of being used by the military. 
Senator GREEN. Yes. 
Mr. CLteve ann. That is the point. 


Mr. Woop. And the amount indicated, Senator Green, will be usc: 


by the military. 

Senator Green. What is the purpose in using the term 
use’? instead of “military use’? money are bought for militar 
exclusively. 


“ 
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Mr. CLEVELAND. Well, it was to distinguish it from the so-called 
military asistance, which was assistance in the form of weapons and 
military end items. 


OTHER PURPOSES OF THE ECONOMIC PROGRAM FOR FORMOSA 


In addition to this stabilization program (the problem of keeping a 
lid on the economy) and the common use program, there are three other 
purposes that are served by the funds that are used, and that are 
referred to on page 14 of this document. One of thes purposes Is 
so-called joint use facilities, which is another term. It refers to 
bridges, railroad repairs, and other construction activities on the 
island which are necessary both for military operations and for the 
civilian economy. 

One current example is a large bridge, the Silo Bridge, that has 
been 

Senator GREEN. Joint use and common use, they mean the same 
thing except appl ed to different materials o1 obj cts 

Mr. CLevetanp. Well, ‘“common use” refers to impo f com 
modities; ‘omt use” refers to construction act le n the island; 
that is the distinction. 

Fourth, there is the series of o yjectives that are promoted through 
the Joint Commission on Rural Reconstruction. You are familiar 
with that. The suecess of that enterprise has been largely due, I think, 
to the fact that they combine not only technical assistance and mati 
rial help in the field of improving agricultural production, but they 


ete 


} 


have also given considerable attention to land tenure reform and were 


in fact, successful at a very early stage in getting all rents for land 
down from anywhere from 50 to 65 percent of the crop, down to a 
standard 37.5 pereent of the crop. 

Senator Green. Where any concessions made to the landlords to 
accomplish that? 

Mr. Cheveranp. No. This was actually a law that had been on the 
books for a long time in the Nationalist Government; it had never 
been enforced. 

The success was in getting the Provincial government actually to 
enforce the law and in promoting its enforcement through a special 
staff set up under the Provincial government, but paid for out of the 
counterpart funds 

In addition, thev got the length of contracts extended so that 
instead of having a 6-month or l-vear contract each tenant had, 
perhaps, a 3-year contract to stay on the land. This program has 
been one of the main things that has both kept the lid on the situation 
as far as unrest in the rural areas is concerned, and has also made the 
tenant farmers very much more interested in increasing their produc 
tion because they get a so much larger share of what is produced 

Senator GreEeN. Are these large private mdividual landlords? 

Mr. Cievetanp. No, these are mostly small holdings; even the 
owners’ holdings in Formosa are small; as a matter of fact, that is 
the case mostly throughout China. 

The final objective is the objective of trying to get the island mor 
self-supporting than it is now. 

I would hesitate to predict that with the size of the military burden 
that that island is now carrying that it could ever support that mili- 
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tary burden completely unaided, but it is possible to move clos 
toward a situation in which an annual infusion of United States he 
would not be required, and for that purpose we are trying to build ) 
there those industries and types of production that will help th 
island become more self-supporting. 

For example, we have been assisting in rebuilding and expanding 
fertilizer plant down near the southern tip of the island for the purpo 
of trying to assist the island in becoming self-supporting im fertilize: 
They now import a good deal of fertilizer that they use on their ric 
they have a very high vield on their rice, as the Japanese do, primar 
because of a rather intensive use of fertilizer. 

If we can, with the expenditure of about $3 million, help get ther 
so that they can manufacture their own fertilizer, we may be able | 
save a substantial part of the $20 million or more on annual fertiliz: 
bills, 


PROSPECTS FOR SELF-SUPPORTING ECONOMY FOR FORMOSA IN VIEW 
PAST EXPERIENC! 


Senator Green. Would not the island be self-supporting if 
military were withdrawn? 

Mr. Cievevann. [ think the island could very easily be 
supporting 

Senator GREEN. I do not mean to say could it be made 
mean to say would it be. It has been in the past, has it rot? 

Mr. CLevetanp. Well, it was a colony before. 

Senator Green. Was it self-supporting then? 

Mr. CLEVELAND. It is a little hard to tell what its relationship 
Japan was. 

Senator Green. It is hard to tell, but what is your guess? 

Mr. CLEVELAND. My guess is that it probably made a net contrib: 
tion to Japan. Of course, the Japanese exploited it. 


Senator Green. They did not spend money on it; it made mone\ 


for Japan? 


Mr. CLtevetanp. They spent money on it there; they put in a lot 


of investment, and there must have been a period during the Japanes 
period when Formosa was a net drain. But my guess ts that short! 
before the war Formosa was a net asset to Japan. 

Senator SmirH. It was a great source of rice. 

Mr. CLEVELAND. Yes, it was. 

Senator Green. Then, at the time it had become self-supportins 
is that right? 

Mr. CLEVELAND. That would be my guess. Mr. Allison woul 
probably know better than I, being a Japanese expert. 

Senator Green. Mr. Allison, would you know? 


Mr. Auuison. I think just before the war there was about a $50) 


million net to Japan annually from Formosa. As Mr. Cleveland ha 
said 


Senator Green. Your answer was that it had become self-support- 


ing under Japanese development; is that right? 

Mr. Atuison. In general terms; ves. I mean, I do not suppos 
from an economist’s point of view that is an exact statement, but u 
the ordinary sense of the term I would say, yes. 
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Mr. i EVELAND., There is this angle, Senator Green: The Japanese, 
of course, held all of the main positions, all the positions, more or less, 
from foreman up, on the island before, so that when vou take the 
Japanese away, and even with exactly the same resources there, you 
cannot say that the island is automatically self-supporting. There 
has to be a training of industrial and economic leadership on the island 
in order for that to happer . 

Senator GREEN. They would be self-supporting 
avail themselves of that fact, vou mean? 

Mr. CLevetanp. Well, they may not be 
sources that would make them self-supporting. 

Senator Green. That would be the 
apply to the fertilizer plant, is that not right? 

Mr. CLevecanpb. That is right:and part of 


there is to get the Formosans themselves 


same 


the situation so that thev 

Senator SmiruH. It has 
mistaken, that they only 

Mr. CLEVELAND. That | 
had vesterdav was derived somett 

ase that a majority of the commi 
of departments within the Provi 
native Formosans 

Senator GREEN. Is progres 
the number? 

Mr. CLevELAND. Considerably 

Senator GREEN. To o¢ CUP these positions? 

Mir. CLeveLanb. It is very definitely the polt 
Gov. K. C. Wu’s intention from the very begining 

Senator Smiru. You mean the Princetonian K. C 

Mir. CLuevetanpb. Yes, sir: the Princetonian K 

Senator Green. Hf that was the case that if t] 
drawn, why will they not be in the position 
Japanese? 

Mr. CLevevanp. If the military were withdrawn, they we 
a better position than under the Japanese, partiv beca 
development activities being carried on, and partly becaus 

Senator Green. If they were in the same situation that 

nder Japan they would be better ott than thr Vv are now 

Mr. CLevenanpb. I think that is true; and if vou would take off 
from the island also not only the military but also the million and a 
half people who came from the mainland 

Senator Green. Are the million and a half making money? I mean 
could they contribute to helping out in the development? 

Senator Smiru. They really are refugees, are they not? They fled 
before the Communist surge. 

ir. CLeveLaNnpb. A lot of them are refugees, and some of them have 

contributed to the island in the sense of having brought with them 

Senator Green. There are a great many refugees; and they set up 
there for the purpose of preserving their property there did they not? 


Mr. CLEVELAND: Yes. 
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Senator GREEN. Getting back to the point, why should we spen 
a lot of money to make them better off? Of course, it is good to mak 
anybody better off, but why should we make the Formosans better o! 
than self-supporting if they would be self-supporting, when there a 
a lot of other lands that we are trying to help that are not self-suppor' 
ing, and cannot be made self-supporting, like Israel? Why should w 
prefer the latter to the former? 

Mr. CLeveLAND. Well, under present conditions, under these mil 
tary conditions, they miss being self-supporting by $115 million. Novy 
the question that arises is, Does it make sense to try to narrow tha 
gap while the military are there, which is what we are doing current] 
or should we continue to have an aid program of about this magnitud 
indefinitely into the future until whatever events may occur that wi 
take that military off the island? 

Senator Green. Well, does that not depend principally on hoy 
long we expect to be there? 

Mr. CLievecanp. It does depend entirely, and I do not know th 
answer to the question. 

Senator Green. No. So we are taking a gamble when we ar 
spending a lot of money as to what may take place after we leave. 

Mr. CLeEvELAND. That is right; it isa gamble. 1 think that so fa: 
it has been a very successful gamble in the sense that the lid has been 
kept on so far as inflation is concerned, while the populace of the island 
a couple of vears ago (when this migration of military and civilian: 
came in from the mainland), started out very antagonistic to thi 
Chinese who came in, that situation has settled down a good deal, an 
there is not any substantial Communist movement on the island at al! 
in spite of the great pressure externally; this is the remarkable fact. 


PROGRESS MADE IN STABILIZATION OF FORMOSA 


Senator SmirH. You have a statement, Mr. Cleveland, on page | 
of the document I referred to a minute ago under ‘Accomplishment 
to date,” to the following effect, and I quote from your statement 

Senator Green. What page is that on? 

Senator SmirH. Page 15, under the heading “Accomplishments to 
date.” You Say: 

Fewer Communists, less unrest, more security of person in Formosa than a 
other country in Far East. 

1 assume that is a statement based on careful consideration and 
investigation of some of those other places? That is a pretty strong 
statement. My own observation and study there inclines me to thin! 
that that is sound, but I am wondering if you can give that your full 
wholehearted endorsement at this time. 

Mr. CLeveLanp. I think it is true, to the best of my knowledge 


STRATEGIC IMPORTANCE OF FORMOSA 


Senator Smiru. Is it not true that this is one of the most importan 
strategic areas in that whole section of the Far East, and it may ! 
pivotal so far as our situation there is concerned in relation to Indo 
china and all these other places? 
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Mr. CLevetanp. That is my impression, Senator Smith. 

Senator SmirH. I would like to ask General Olmsted if from a mili- 
‘ary standpoint he would confirm that statement I just made 

(Discussion continued off the record.) 

Senator Smitu. That is what I understood. And while General 
Gruenther, I do not think, testified directly on the point, he was vers 
much interested in this kev position here in the Far East, as an anti- 
Communist spot that we are giving support to because it is so vitally 
mportant. The statement here has been pretty well confirmed, that 

is the most secure spot in the Far East area 

Senator GREEN. As I understood it, these military authorities-——and 
idd to their number General Kisenhower—said it ws as very important 
not that we should have it in our hands, but that it should not be it 
he hands of any opponents of ours; that that would be harmful to us, 
but that it would make no particular contribution itself to our defense 

Senator Smiru. I think that is a correct statement from what | 
inderstand, and that is to keep it out of hostile hands 

Senator GREEN. That is right 


TRAINING FORMOSANS TO HELP THEMSELVES 


Senator Smira. And keep a chain of islands that are important to 
our security. I do not think we ever plan to use it as a base to do 
anything from, and I do not think anybody else wants to use it as a 
base. 

Mr. Cleveland, one more thing I want to ask you about in your dis- 
ussion of the fertilizer plants and the other industries there 

As I studied the situation in the Far East there, when Japan had 
ontrol of both Korea and Formosa, they dealt with those two areas 
n about the same way. They went in and exploited them ais far as 
they could; they used the native populations, more or less, as laborers; 
they put their key Japanese brains in there to run the ‘se plants 

Now, our recovery proposition, as I found it in Korea, and I found 

Formosa, is to train natives to take over these key supervisory 
jobs so that they can become self-sufficient, is that not true; is that not 
our _ today? 

Mr. CLEVELAND. Yes, sir. 

Senator Smirx. Certainly, General Van Fleet and General Ridgway 
liscussed that fully, and I think they had the right slant on it 

When I went down to Formosa, | had the same explanation from 
General Chase and our civilian people there, like Dr. Schenek and 
thers, and, in a sense, answering Senator Green’s question as to 

vhether it is going to become se If-support ing, it may well be. But it 

ets to the place where they get their own native talent, and we are 
helping to train those people to do it themselves. I think it is a very 
ound policy. 

Senator Green. | agree with you entirely. 

Mr. CLuvetanp. The policy you describe is precisely the policy 

have been trying to follow there; and Ray Moyer, whom you 
now 

Senator Smiru. He did a wonderful job 

Mr. CLEVELAND. He was mission chief for MSA there, and did an 
excellent job, pushed that very strongly while he was there; and Dr. 
Schenck is doing that likewise. 
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Senator GREEN. Was that all? (Di 

Mr. CLevetanp. I think that is all I need to say on Formosa. On 

Senator GREEN. Thank you. Cam 

Senator Smirxa. Let me just add this figure that Mr. Marey ju budge 
brought to my attention. He has the figures of the Formosa: a 
International Trade and payments for the year 1937, and those figuri vn 
show in 1937 total exports in millions of dollars were 126.7, and th 
total imports were 92.7, which would seem to indicate a very favorab| 
balance of trade in that year. That, of course, is prior to the war an 
that, of course, is under the Japanese control. 


progr 


Ge 


PROCEDURAL MATTER 


Senator GREEN. Who is your next witness, then, Mr. Wood? Mr 
Woop. We propose now, Senator Green, to proceed wit! coves 
General Olmsted again, who will cover the military programs in t} that 
other countries in the southeast Asian area. i, 
Senator GREEN. Welcome back, General. ~— 
Senator Surry. We always welcome the general; he gives us ligh! pare¢ 
Senator GREEN. You will let us know when you want us to sto; the | 
\Ir. Woop. If we wish to go, | should think we should leave 
about 5 minutes. I] am afraid we are not going to finish by that tim 
Senator GREEN. You have the choice. 
\ir. Woop. Is there any possibility that we might reconvene lat: 
in the afternoon? 


think 
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Senator GREEN. Your choice is yours to go on and not finish 

hether to finish, 

\Ilr. Woop. | think [ should prefer not to go under those cireur 

stances, Senator Green, and to finish this, much as I would lik: 

attend. It seems to me important to finish if we can. 


Senator Green. |, for one, will continue here. 


> ‘ : ‘oun 
Woop. All right, sir. vf 

into 
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MILITARY ASSISTANCE TO INDOCHINA 


General Otmsrep. Mr. Chairman, we have talked about all of t! D 


countries in the Far East now, excepting Indochina, and if 1 may \I 
will address my remarks to our Indochina program for 1953. i 

As you know, there is fighting going on there now. As_ both _ 
General Gruenther and General Bradley testified, we regard Indo _ 
china as a rather key strategic area as to the defense of all southeast 
Asia, and its important raw material resources. and 

Our aid program in 1953 will be the fourth year for our program 
there. 

Insofar as the French are concerned, they are expending on the! 
own behalf somewhat over a billion dollars a year to maintain that 
action. Our pregram has been at about the present level indicate: 
here for the last 3 vears. 

\side from the actual combat expenditure of weapons and ammu 
nition and combat vehicles, we are giving very little support to th 
French, as such. Most of our program is directed t to the deve lop 
ment of a native army, the Associated States Army, and with th 
consummation of the 1953 program we will have completed th 
equipment of the intended native divisions. 


mol 


At 
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(Discussion off the record.) 

On the matter of self-help, the Associated States of Vietnam, 
Cambodia, and Laos are presently spending 40 percent of their total 
budget for the prosecution of this war. 

Are there any questions? 

(Discussion off the record.) 

Senator Green. Where is your next witness, Mr. Wood? 

Mr. Woop. General Olmsted, have you now finished the military 
program in that area? 

General OLMstep. Yes. 


ECONOMIC AND TECHNICAL ASSISTANCE IN FAR EAST 

Mr. Woop. Our next witness, then, is Mr. Cleveland, who will 
cover the economic programs in the other couniries, other than that 
that in Formosa, which has already been covered. 

Senator GREEN. You need not go into each country. 

Mr. CLeveLanb. Let me make this suggestion: We did have pre- 
pared this blue book for the purpose of summarizing and outlining 
the program in each country. 

Senator Green. Has this been offered for the reeord? 

Mr. CLEVELAND. It has been submitted to the committee, and | 
think it might be useful to have it in the record. It is in quite sum- 
mary form. 

Senator Green. Would you put it in at this time? 

Mr. CLEVELAND. Yes, sir; if we may put it in at this time 

(The document entitled ‘“‘United States Technical and Economic 
Assistance in the Far East—a Part of the Mutual Security Program 
for 1952-53” dated March 1952 is on file at the committee 

Mr. CLevetanb. I would like simply to fill in a few words of back- 
ground about the program as a whole and, perhaps, to take one 
country as an example of the objectives, and how the program fits 
into the objectives. 

Senator GreEN. What country ts that? 


DEVELOPMENT OF ECA AND TCA PROGRAM IN SOUTHEAS ASIA 


Mr. Cuevetann. Well, we might take Burma since we have not 
had much conversation about that at this table so far. It is a rather 
kev area now from a security standpoint. 

| would like to just remind the committee of how this economic 
and technical assistance program got started in southeast Asia. You 
will remember that back in 1949-50, when the Chinese mainland was 
in the process of being taken over by the Communists, there was a 
considerable fund left out of the China Aid Act of 1948, which was 
not used, and which was no longer usable in operations on the Chinese 
mainland. Some of it was used and usable on the Island of Formosa, 
and represented the program we have just been talking about on 
Formosa. 

In the spring of 1950 two things happened: One, Congress, as a 
result of initiative, | believe, in both this committee and the House 
Foreign Affairs Committee, made the rest of the China Aid Act 
money available for what was then called the general area of China. 
At the same time, the State Department sent into southeast Asia a 
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special survey mission to see what steps ought to be taken in southea 
Asia, using these economic and technical assistance tools for the pu 


pose of trying to offset the Chinese debacle, and to see what could |) 


done in these countries to make a contribution toward making su 
that that did not happen again in other areas. 

This mission, vou will remember, was headed by Mr. Allen Griffi 
publisher of the Monterey Peninsular Herald in California, who w 
before this committee last vear. 

As a result of that survey, the funds made available under t} 
Foreign Assistance Act of 1950, the general area of China title of tha 
were used to start a program in all the countries that are consider: 
here not only in Formosa which was, in effect, part of China, but 
other areas, as well, with the exception of the Philippines. 

The Philippine program started later as the result of the activi! 
of and recommendations of the Bell Mission, headed by Daniel Be! 
which was sent out by the President at the request of the Filipin 
to consider what ought to be done to help stabilize and develop | 
Philippine economy. 


PROBLEMS TO BE SOLVED IN THE AREA 


| would like simply to remind the committee, Mr. Chairman, 
the broad logic of operating in this part of the world. It has been th 
feeling, I think, of the whole of the United States Government, shar: 
by both the Congress and the Executive, that there were three mai 
problems: One, that you had here an area where technicians an 
techniques were lacking, and where the wherewithal of effective gov 
ernment was lacking not through any fault but through prim: wily t| 


newness of the governments themselves. 

All of the governments in this area are newly independent, w 
the exception of Thailand (and Formosa, which is a special cas 
and this newness, plus the lack of economic and governmental tec! 
niques for dealing with the problems with which they are faced 
fact No. 1 in this equation. 

Fact No. 2 is the tremendous surge, a revolutionary surge, real 
of a desire for economic change in the area. It is, of course, not 
Communist phenomenon at all. They are riding on the crest of 
but they did not start it. If anybody started it, we started it; 
was started by our impact on the Orient and the impact of our tec! 
nology and our science; our demonstration that it is possible throug 
the application of science and technology to make the everyday tas 


of living and working easier and quicker and less expensive, an 


thereby to raise living standards. 


So you have got this tremendous sense of rising expectations, an 


this desire for change is present at the precise moment when t! 


governments, as a result of becoming newly independent and of bein: 
in bad shape on the technical side, are very little able to cope wit! 


the necessary changes, and to make the changes that have to be mad 
both as far as reforms are concerned, such as the land reform busines 
i Formosa and elsewhere, and as far as starting realistic and dow: 
to-earth programs of economic development. 

If there were not any Soviet threat at all we probably would b 
doing something about this, but we probably would do it over 
25- or 50-year span. 
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What we have got here now is a speed-up of the kind of things 
which would make sense in any case on a longer term’ basis for the 
United States to do in this part of the world, along the point LV line, 
but a speed-up related quite directly to the Kremlin drive into the 
area, to the fact that the Communists have apparently picked out 
this part of the world as an area to concentrate on as a soft spot in 
the curtain around them. 


NATIONALISM AND ANTICOLONIALISM 


} 
‘ 


Senator GREEN. While vou go on discussing remedies of how 


are going to meet the conditions, | would like to ask vou whetl 


you have permitted any consideration of a fact in 
hat might be the principal element to be considered, 
growth of nationalism, and as part of that an anticolomial spit 


Should we not adapt ourselves to that and give it chief consicde 


rather than the economies which vou have laid stress on? 
\Ir. CLeveLANb. That is really what | was referring 
Green, in emphasizing the fact that these are newly 
voverhnments, 
Senator GREEN. | am talking about the governments 
have not, the countries where they have not, been new), 
governments. They are looking for it, and they want 
china, where they want to get rid of the French—-that 
cipal ambition 
Mr. CLEVELAND. Yes In Indochina, of course 
Senator GREEN. In Egypt and Tunis, vou find it ever 
the Near East and Far East, where they have not already attames 
what they regard as independence, they want it 
Mr. CLeveLann. | think in Indochina they 
iderable measure of independence. 
Senator GREEN. They do not think so. They 
the uliamate reforms which are more inportant thar 
Mr. Crevenanb. I think so far as the reforms now, 
situation, that they have a degree of independence a 
as they are in fact able to handle. The problem, of course, 1 
Senator Green. A colonial power always says that, and it has 
response in the native population. They have gone on for century 
saving that they would Itke to see them able to obtain their independ 
ence, but ‘We must bear the white man’s burden, and do for them 
vhat they cannot do for themselves,” and they have concluded that 
is bunkum, that they can do for themselves better, and anyhow 
they want to do it. 
Mr. CLEVELAND. | think that is certainly the 
course, presented with this dilemma in Indochina tl 
were to get out tomorrow the alternative to the French 
independent society, but is a Communist stooge 
Senator Green. That is the problem that does not face 
problem that faces us is can we, without the expenditure 
enormous military force of money and men ever subdue a feeling, o1 
this feelmg of nationalism. 
Mr. CLevetanp. I do not know that it is the purpose of the pro- 
gram or of the Government to subdue it. The purpose really is to 
work with it, and actually our program in Indochina takes off from 
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the point of trying to help the Bao Dai government really to get 
into business with its own people, to be able to help refugees behind 
the lines, to be able to bring better health and better agricultural 
metbods and more rice production, and so on, to its own people so 
that the people can begin to feel that the Bao Dai government. in 
Vietnam, and the comparable governments in Cambodia and Laos 
really are doing something to meet their own aspirations and thei 
sense of economic expectations, combined with political expectations 
toward nationalism. 

Senator GREEN. They see how the Philippines won their inde- 
pendence, how India has won its independence, how Indonesia has 
won its independence, and they say, ““‘We want our independence; \ 
do not want to be a colony of France.”’ 

Mr. CLEVELAND. Well, | think they are right. 

Senator GREEN. The question is whether we are going to try to 
change it or whether that is not an unchangeable fact that we have 
got to face. 

Mr. CLevevanpb. I do not think there is any disposition 

Senator Green. And all the talk is about the threat of communism 
That is a possible one, and we have got the immediate threat of a 
large part of the population in arms against the French. 

Mr. CLtevetanb. | think that the steps that are pow being taken 
to try to get the military situation under control and to move in 
behind the military situation with an economic program—this pro- 
gram—are the most practical things that can be done in moving 
toward realizing these nationalistic aspiretions of the Vietnames 
people. 

[ think that if the United States were to encourage the French to 
ret out, for example, that that would be quite clearly the worst thing 
that could be done from the standpoint of these nationalistic aspira- 
tions because they would become a Kremlin satellite overnight. 

Senator Green. The same thing was said against our country in 
getting out of Nicaragua and getting out of Cuba, getting out of the 
Philippines. It is always said; is it not? 

Mr. CLEVELAND. I think you have got a somewhat different situa 
tion. 

Senator GREEN. Of course, each one is different. 

Mr. CLeEvELAND. You have got a different situation in Indochina 
because of the pressure of this Kremlin-supported and Kremlin- 
dominated group there. 


POLITICAL SITUATION IN INDOCHINA 


Senator Green. Well, they were Kremlin-dominated when. this 
movement began. They looked for help where they could get it 
did they not, because we in our Revolutionary War took the aid of 
the King of France. That did not mean we had gone over to the 
rovalists. 

Mr. CLevetann. Well, there certainly is no question but what 
Ho Chi Minh is now fully a satellite of the Communists. 

Senator Green. Any more so than of the King of—what is his 
tithe—in Indochina 

Senator SpARKMAN. The Emperor. 

Senator GREEN (continuing). A satellite of France. 
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Mr. Cievevanp. Well, I think his aim and the aim of his govern- 
ment is to establish an independent country, independent of France. 

Senator Green. The same promises are held out, are they not, by 
the Kremlin, the Vietminh? 

Mr. CLEVELAND. No; it is the same promise that is held out by 
the Vietminh; but on the Vietminh side, there is no ground for believ- 
ing that is a sincere promise, any more than there was in China. 

Senator GREEN. I do not think there is in either case. I do not 
think we distinguish carefully enough how the native population is 
divided and what their aspirations are, just as vou, in vour statement 
to us, in my opinion, did not mention the principal cause of the trouble. 

Mr. CLeveLtannb. The principal cause of the trouble being the 
nationalism. 

Senator Green. And you laid stress on the economi 
Mr. CLevecann. Well, I used a different word. I u 
that thev were newly independent, and that they had the e 

for independence. 

Senator Green. We are not talking about new indepen 
countries. I am talking about the dependent countries. — Ih 
is the latter, not the former. 

Mr. CLeve.tann. Well, we treat Indochina—one of the important 
facts in the situation is that in our ¢ conomic program we treat Vietn im, 
Cambodia, and Laos as independent countries. Our bilateral agree- 
ments run to them and are not agreements with the French in their 
behalf, so that they are being treated as sovereign entit 
poses of this program. This is one of the first elements of 
of their present and future position that thev have had, 
that in itself has been a significant political factor 

Senator Green. Do you think they recognize the fi 
siding against the French or for the French? 

Mr. CLevetanp. Well, it depends on who 
there are some 

Senator GREEN. The people vou are trving to hely ince, 

Mr. CLevetanp. A good many of the pedple we are trying to help 
convince feel that we are on their side and on the side of their inde- 
pendence; that is certainly what their Government feels, that is what 
the government is in business for 


word 


“at desire 


idochina 


Senator Green. I do not think you are discussing it properly. 
That was not the question I asked. I asked whether they thought 
we were for or against the French. That is their principal objective, 


Lo get rid of the French. 

Mr. CLevetanb. | think they think, and rightly, that we 
supporting the French militarily. 
}, Senator Green. Exactly. 

Mr. CLeveLanp. | think also 

Senator Green. I do not think the other facts will convert them. 

Mr. CLEVELAND (continuing). Senator Green, that the fact of a 
program that works directly with the people and with the native 
governments and not through the French has had a considerable 
impact in Indochina over the last vear; and a good many of the 
reports that we get emphasize that the wav in which the program 1 
run and the fact that it does work directly with the native people 
constitutes a very important offset in people’s minds to the also obvious 
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fact that our military assistance has to be in support of the Frenc!| 
quite directly. 

| think, Mr. Chairman, that this gets into our political policy 
toward Indochina, and it might be useful for Secretary Allison to 
speak to it. 

Senator Green. That is up to Mr. Wood. 

Mr. Woop. I think it might be well for Mr. Allison to do so. 

Mr. Atiison. Whatever the committee wishes. I would be glad 
to make a very brief statement if they wish. 

Mr. Woop. I think it might be helpful if Mr. Allison could do 
that, Mr. Chairman. 


INDOCHINESE PROGRESS TOWARD SELF-GOVERNMENT 


Mr. Attison. Mr. Chairman, I think | would like to refer briefly 
to what vou said about the growth of nationalism and the suppression 
of nationalism, and to reemphasize what Mr. Cleveland said that w: 
are trying to do what we can to help this growth of nationalism i: 
these young nationalist countries. 

| think it is important, as you yourself have recently pointed out, 
that in the 5 years after the end of World War II that at least five o1 
six countries with large populations in that area have become inde 
pendent. Indochina, the country with which we are dealing now, 
has made great strides toward independence. We feel that we can 
not do all this overnight; that we are making strides in the right 
direction, and that one of the most important evidences of that is the 
point brought out by General Olmsted, that much of our military 
support is directed toward building up strong native armies, because 
hat is the base upon which a stable political government can b 
yuilt in those areas, and it is to that end that we are trying to build 
up those armies. 

Just recently, the first general officer has been appointed from 
among the Vietnamese people by the French, a brigadier general 
showing a gradual and constant change in the direction of ind: 
pendence. 

It is important also to remember that at the Japanese Peace Treaty 
Conference at San Francisco for ine first time the three States of 
Indochina were represented and signed the treaty, not as part 
France, but as independent states, a so they stood before the wor 
as independent states at that time. 

Real progress 1s being made. There is much vet to be done, but 
also, as has been pointed out, we are faced with somewhat of a differ 
ent situation we were in in Nicaragua and Cuba, where there was no 
outside foree which was making use of the nationalist foree which 
was there. 

Ho Chi Minh, the present leader, was a Communist long before he 
started; many of his people, perhaps, were not. Perhaps mistakes 
were made right at the end of the war, but we think that the important 
thing now is to go ahead with the progress which is being made, and is 
constantly being made, in the direction of real independence for those 
countries. They cannot have it if the French withdraw at this time 

We feel that with the French still there and helping, there is a 
chance, a real chance, of independence. If Ho Chi Minh and his 
Communist people win, with the Communist ideology, there will b 
no independence ever 
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UNREST IN NORTH AFRICA 


Senator GREEN. May I ask you one question? Do you think you 
would direct the same comments about the widespread unrest in 
North Africa against the French domination? 

Mr. Auuison. I think certainlv—I do not know that situation in 
any detail at all, but certainly there is an honest feeling of nationalism 
surging up there. It may be to some extent stimulated by outside 
forces. 

Senator GREEN. Do you think we are doing anything to disasso- 
ciate ourselves from the cooperation with the French? 

Mr. Auurson. Well, sir, what we are trying to do in that situation, 
as I understand it—and this is outside ef my field and I am talkir 
about something that is second-hand—we are trying to see that 
stead of fighting that there be a negotiated settlement, and we are 
urging on both parties a working together toward, as we did betwe 
the Dutch and the Indonesians at one time in the area which I am 
more familiar with—we constantly urge by negotiation and settlement 
by peaceful means rather than by force; I think that is our constant 
effort and hope. 

MSA PROGRAM FOR BURMA 


Mr. Woop. Mr. Chairman, I think we should be leaving very 
shortly. I suggest, if vou will, that we put into the record the de- 
tailed figures on the individual country programs, and that we give 
Mr. Cleveland 1 minute to give you a brief summary of the program 
in Burma as an example of what is being done in countries’ of that 
kind in this area. 

Mr. Sern can you do that m 1 minute? 

Mr. CLEVELAND. I think the best thing I could do in the 1 
minute is simply to refer to the way in which this beok is organized, 
and it would be possib le to refer to it later, if necessary. 

There are four pages for each aaa Taking the Burma one as 
an example, on page 24 there is a set of salient facts and a map on the 
first page, 24. 

On the second page we have high lighted the two major program 
objectives in this program which, in Burma, are very simple: unity 
and rice. 

We have set forth various steps to enable the Governm« 

Union of Burma really to get—to make the word ‘‘unton” 
something, to bru ig the various outlying states and their own peo] 
into a reasonably cohesive country, and Y lation under 
control to the extent that that can be done with these economic and 
social tools 

Here is one example, the so-c a5 reh: ibilitation n corps, Which are 
quite consciously modeled on our Civilian Conservation Corps in the 
thirties, are being set up by the Burnese Government for the purpose 
of retraining and releasing into peacetime civilian employment young 
boys who are insurgents whom they capture, and who probably have 
never done anything more in their lives except being bandits for one 
sponsor or another. 

They have already had more than a thousand boys and young 
men go through these rehabilitation corps, and that program is being 
assisted by us particularly through the provision of tools. 
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Increasing rice production involves trying to get Burma back 
a position where its policy would be exporting as much rice as 
was before the war, not only for Burma reasons, but for reasons 
connected with the stability of the whole of southeast Asia. That 

can be done by a whole series of measures, starting with increasi: 
the vields and going on to storage and transportation. 

For example, getting the port of Rangoon fixed up se ag it can 
handle about 2%; million tons instead of one million and : 1 quarter 
as it did when we started. 

The other two pages—one page 26 you will see the estimated co 
broken down by major fields of activity, and broken down betwee: 
supplies and equipment, on the one hand, and services, on the othe: 
and a tumbnail sketch of the accomplishments in this program dui 
ing the last 18 months since it got started. 

[ guess that ends the 60 seconds. 

Mr. Woop. Well done, Mr. Cleveland. 

Mr. Chairman, General Olmsted wishes to make one insertion 1) 
the record prior to our leaving. Would you hear him at this moment 

Senator GREEN. Yes. 


MSA PROGRAM IN RELATION TO GLOBAL PICTURE 


General OtMsrep. One sentence, Mr. Chairman: I just wanted 
bring into focus this one fact, which is that our global military end 
item program is almost to the dollar the same amount that we ar 


spending in Korea for military action this year, and aside from the 


incaleulab i loss of human life and destruction of property, if. this 
military program which we are recommending can reduce the prob 
abilitv of either peripheral wars or total global war, then, in th 
judgment of your military people, it is a prudent investment. 

Senator Smiru. That is the military part of the whole program? 

General Oumstrep. Yes, sir 

Senator Smitna. The military part of the 7.9, which is approximat 
6, is that right? 

General Oumsrep. 5.35. Our cost in Korea this vear will be 
little over $5 billion of military expenses. 

Mr. Woon. If | may just add to that, our total global ecenom 
and defense-support program is even smaller. Its purposes, parti 
larly in the area which we have been discussing, are to try to preve! 
those things which happe ‘ned on the mainland of China. Its purpos: 
are positive, to meet this threat 

f cannot calculate for you, as General Olmsted could caleulai 
the cost of Korea, what the loss of China has meant to the free wor! 
in monetary terms. I think its loss is not unrelated to the fact that 
ve are spending $5 billion a year in Korea today, but I would endo 
i at General Olmsted has said and go on beyond that to say tha! 
the economic and defense-support funds that we are requesting 
this bill have the same sort of objectives and the same sort of o\ 
Whelming justification which IL think the figures cited by Genet 
Olmsted have. 

Senator Green. Do you think our monetary investment in Ind 
china was more profitable than what it was in China? 
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PALESTINE AND ISRAEL REFUGEES PROGRAMS 


Mr. Woop. I trust so, sir. 

There is only one loose end, if | might mention it here. Yesterday, 
you will recall, Mr. Gardiner was testifying on Palestine, the Palestine 
refugee program, and the program for Israel, and certain members of 
the committee who, | believe, are not present this morning, indicated 
that at a later time they wished to question Mr. Gardiner. Ll think 
perhaps, since he has inserted two statements which cover these two 
subjects rather fully in the record, that they may cover the problem. 

If members of the committee have questions which are not answered 
in those statements, what would be your pleasure, Senator Green? 
Should we have those members submit those questions and then sub- 
mit answers to them for the record? 

Senator GREEN. In that contingency, | think vou had 
to the chairman of the committee. | am simply acting 
pro tem. He had expressed a desire, if possible, to have | 
vesterday, and if not, to try to finish this morning. Of course, | hoped 
we would finish vesterday, in accordance with his wishes, and I said 
if it was impossible we would finish today. I think wi t 
regard this as the final session, and if you have other 
later that will be up to the committee 

Mr. Woop. Very good, sir. We will be at the servié 
mittee if they think it should be required. 


Senator GREEN. If you can think of other information, 
Senator Samira. Do | understand, Mr. Wood, that thy 
ments Mr. Gardiner brought vesterday, and | understand 
the record, and I have COpl s of them, cover this Jewish 


tion? 
Mr. Woop. A believe that is true. 
that 
May I, in closing, thank the chairman and 
committee for their kindness and tolerance toward 
Senator Green. Thank you for all the informati 
supplied vourself, and the witnesses vou have called 
(Whereupon, at 11 a. m.. the committee concluded 
(The following statement was submitted for insertion 
after the close of the hearings: 
TESTIMONY OF AMERICAN C1rizeNS Comair 
FAVOR OF SUPPORTING THE Fut Mt 
TECHNICAL Alp REQUESTED IN THE Mt 


Tom Connally, Chairman, and Men 


is testimony is respectfullv submitted 
r Kconomiec Aid Abroad, a voluntary eit 
measure of economic assistance al 
Security Program for 1953 
We are sending this testimony to vou lr 
ire free world depends on An erical 
We believe further that the amount of economic and te 
by President Truman under the Mutual Security Progra 
exorbitant, but rather that it may justly be termed 1 i 
We are convinced that American aid is still requ 
ortant reasons as the following: The Marshall plat 
ies of the Kuropean nations receiving American aid 
June 1950, however, it has been necessary for these 
vast new burdens In order to maintain their eco 








800 MUTUAL SECURITY ACT OF 1952 


must import raw materials and equipment obtainable almost exclusively in t! 
U.S. A., which must be paid for with dollars which they do not possess and ea: 
not earn. Without some American help at this time, therefore, the economi 
and security of these nations may again be jeopardized. 

Economic aid for Europe, as requested under the Mutual Security Program f 
1953, not only would be of immediate benefit to the separate nations, but wou 
make it possible for them to further their constructive efforts to solve their joi: 
economic problems through the Schuman plan, the European Payments Unio 
and other cooperative undertakings. 

As for aid required for areas classified as underdeveloped: More than 1 billi 
people—almost half of the world’s population—live in the underdeveloped cou 
tries. These countries—outside the iron curtain—comprise 51 percent of t! 
world’s total area.'’ Here poverty, ill health, illiteracy, lack of an adequate fox 
supply, outmoded agricultural and industriel techniques, relics of feudalism ar 


colonialism, handicap progress. Per capita annual income averates $80. Aver 
age diet is 20 percent below the minimum health standard. Life expectancy 
less than 39 vears. Illiteracy averages 78 percent. We can ignore the probler 


of such nations only at the peril of the entire free world. 

A total of approximately $656,000,000 has been requested for bilateral a: 
multilateral programs of economic assistance and technical aid for these countri: 
Measured against the need, the amount requested is small indeed. And t 
program envisioned has been planned as supplemental to extensive progran 
undertaken by local governments.2. The United States contribution in each ca 
would provide the vital margin of aid that would make the local programs possib 
Even when United States aid might be as little as 10 percent of a total progra 
curtailment of our help might mean failure of the entire program. This is due t 
the fact that the United States contribution to these programs involves su 
essential factors as technicians, machinery, tractors, fertilizer, seed, without whi 
the rest of the programs cannot proceed. 

Although the needs of the underdeveloped countries in general call for long 
range development programs, we believe that the critical situations in such cou: 
tries as India, Pakistan, and Iran have made it necessary even to advance t! 
timetable for carrying out long-range projects in these areas. 

The critical needs of India, for example, make it necessary to provide America: 
aid with great promptness because the vast majority of India’s population 
360,000,000 lives at starvation, or near-starvation level. 
annual income in India is $57. 

Drought and crop failures have drastically curtailed local availability of foo 
supplies within the past few years. As a result, India must now import son 
5 lion tons of food grains each year, for which she lacks foreign exchang 
Thus it is imperative that her own production be radically increased so that t 
need to import food for which she can ill-afford to pay will not recur, and foreis 
exchange resources can be used for developmental purposes. The new democra 
government of India is striving valiantly to solve her problems. According 
all trained observers, however, unless recurrin 


The average per capita 





g food crises can be avoided and t 
general standard of living can be appreciably raised within the next 5 vears 
before the next elections—a serious economic and political crisis may well resu 

It should be noted that India has launched a tremendous 5-year program 
achieve self-sufficiency in food. Under it, it is planned to place 16 million acr 
of additional land under irrigation—an increase of one-third over present irrigat 
areas. Land improvement and reclamation schemes are expected to bring ov: 
7 million acres of new land under cultivation by 1956. It is hoped that exten 
village programs, assisted by American Mutual Security Program funds, 
benefit approximately 12 million people even within the next year, with improv: 
seed, fertilizer, tools, and farming methods. 

Despite her own efforts to solve her own problems at this time, India need 
United States aid, because even with U. N. and Colombo plan help, her resourc¢ 
are by no means sufficient to permit her to carry out the above plan alone, wit! 





! Population of the U.S. A.: 6 percent of the total world population. Areaofthe U.S. A.:7 percent of t 
total world area Almost one-half of United States trade is with the underdeveloped ireas (44 percent 
United States exports, 57 percent of United States imports According to a report submitted to Presi 


Truman by the International Development Advisory Board, composed of outstanding United States bu 
ness, labor, finance, agricultural, and other leaders: “ Virtually all of our natural rubber, mangaine 
which the manufacture of steel depends), chromium, and tin, as well as a quarter of our zine and coppe 
a third or more of our lead and aluminum comes from abroad, mostly from the underdeveloped areas. 1 
is also true of the largest part of our uranium ore.” 

2 In the joint programs for underdeveloped countries, an average of 75 percent of the costs will be paid 
local governments, The Colombo plan for economic development in south and southeast Asia w! 
has been initiated, involves financing totaling over $5,000,000,000. Fifty-five nations are contributing t 
the expanded technical assistance program of the United Nations, 
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the next 5 years. It so happens that only the United States 
technical help, equipment, and supplies that will furnish the 
success. 

As United States Ambassador to India, Chester Bowles, rece: 
however brave India’s efforts, it is now clear that unl ‘ 
new and struggling nation with substantial and im 
assistance in the concrete form of bulldozers, irrigati 
DDT, plus agricultural and public health technici: 
critical needs of her people in time.” 

In addition to aiding Kurope to avoid catas 
with economic and technical assistance abroad has alre: 
rains can be made in underdeveloped areas i 

ity agent, for example, equipped with improved s 
of improved farming methods, helped an India 
vield from 9 to 63 bushels an acre In 

val aid over a period of 3 vears 

vields were raised from 119 
35 percent. another ] "ect, contre 
production 3: rent j ar A plow e 
fo ir times a | 
United States experience in giving 
able certainty that with an improve 
agricultural methods, food vields 
second vear of : concentrated ett 
the third year; by 50 percent in 
country such as India—as well as o 
a remarkably short time to achieve 
and stability. 

We are impressed with the sober judgment 
Bradley, Secretary of State Dean Acheso 
witnesses before congressional committees, 
Program for 1953 has been pared down 
achieve desired goals, erring, if anything, on the cons 
that a cut in the name of ‘“‘economy’’ may actually 
funds we might appropriate a wasted expenditure, 
a meaningful job 

Although the demands on American taxpavers are 


whether, in view of the interdependence of nations, 


economie and technical aid, as proposed under the 
1953 One striking example: the eost of the entir 
for 1952 equals the cost of approximately one mon 
words of Paul Hoffman, former ECA Administrator 
Ford Foundation: ‘Instead of speaking of ‘foreign 


of ‘world investment’ 
It has long been a guiding principle of American for 

being is inevitably dependent upon the well-being of othe 

America has joined the United Nations; has initiated tl 

the Mutual Security Program of 1952; has supported the 

technical assistance program A recent opinio1 

whelming majority of Americans—-87 percent 

that economic aid to other nations is helpful to | 

Civie organizations representing millions of 

congressional committees, approving the full measur 

technical aid, as requested under the Mutual Secur 

passed resolutions to that effect. In view of these fact 

with our aid program now? 


Some critics of our economic aid program declar 


Simply sitting back, expecting that American aid wi 

them. Every evidence indicates, to the contrary 

being made by numerous other countries, separately ar 

own problems. American aid is needed as the indispr 

catalvyst—-that will make such self-help possibi 
Secretary of State Acheson and Secretary of Defens 

that the Kuropean countries have committed themselves 

may, in fact, dangerously strain their capacities. The 

in Europe is, in most cases, as great or greater than that 

(The United States today collects about 25.8 percent of 
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in taxes, as compared to 33.7 
Austria, 30.7 percent for 1 
cent for the Netherlands.) 
We believe that claims that economic assistance and technical aid should bi 
curtailed for the coming year, because funds appropriated for similar assistanc 
for the current year have not vet been expended, are without any sound basis i! 


3.7 percent for the United Kingdom, 31.0 percent for 
‘rance, 30.3 percent for Western Germany, 28.3 per 


fact Funds for the current year were late in becoming available; it takes tim 
to cde velop contracts that will permit of the most productive and effective us 
of funds. It takes time for complex programs to get under way The fact that 
this vear’s appropriations are not yet fully expended at this date in no wa 
detracts from the need for adequate funds for 19538. Particularly so sinee the 


1952 appropriation for TCA programs became available to the Director 
Mutual Security as late as November 1, 1951. Thus, eight months, or tw 
thirds of the fiscal vear, remained for the allocation and obligation of point 4 
program funds. 

Thereafter funds were allocated to TCA by the Mutu 





Security Director o 


the basis of programs submitted by TCA and approved by him. The first o 
these allocations for expanded 1952 programs were made in February 1952. B 


the end of February 1952, $51 million, or about 25 percent of the 1952 budget 
had been obligated by TCA. 


It should be remembered that the allocation of funds to specific country pro 


tv, but 


orams a pends not only on the approval of the Director for Mutual Sec iri 





also on the conclusion of specific programs and project agreements with som 
33 other governments. Negotiation of these agreements is well underway, at 





e rate of obligation will rise steeply each month as agreements are concluded 
By June 30, 1952, it is expected that approximately the full amount appropriat 
by Congress for TCA-point 4 programs will have been obligated on the basis of 





carefully worked out agreements, which reflect the needs of the cooperating 
countries, and their ability to contribute to each project. 

The process may seem slow, but sound and lasting results cannot be achiev 
other way—certainly not by allocating funds indiscriminately, without 
preparation and acceptance by other governments 





It is because we believe in the facts here so briefly outlined, that we beg yo 
to support the full measure of technical and economic aid requested for the Mutua 
Security Program of 1953. 

Respectfully submitted. 

. DorotHy NORMAN, 
Char mar Len can ( "“tize ns Commuttee for Econom c A ad Ab oad 





APPENDIXES 


APPENDIX [| 
Murvat Security Aip ro Iran, Saupr ARABIA, 


The following statement was subsequently submitted 
in response to Senator Brewster’s Comments on Irat 
slavia. 


MUTUAL SECURITY AID TO IRAN 


The Department of State has been deeply concerned 
controversy and the effects which it has had, not only upor 
and Great Britain, but upon the entire free world. It ful 
srewster upon the importance of finding an arrangement 
flow of Iranian oil to world markets to be resumed as soon 
reason the executive branch has endeavored in every way 
parties establish a basis upon which an agreement can be 
have included the mission of Mr. Averell Harriman to lr 
in Julv and August 1951: extended discussions by United 8 
the President, the Secretary and other senior departmental 
Dr. Mosadeq while he was in this country the latter 
tinuing discussions and communications with Britis! 
in Washington, London, and Tehran since the 
enacted on March 20, 1951. The latter have 
communications at the highest governmental level 
the Prime Ministers and Foreign Ministers of t 
Governments 

The most recent efforts to find a solution have beer 

Jank which, with the approval of th parties to 
encouragement from the United St: , endeavored 
for resuming operations on an interim basi The 
Bank and the Iranian Government 

returned to the United States, 

will be resumed. Perhaps indicative 

neutral international organization of 
vet been able to devise an acceptable forn 
Brewster, that among the principal problems were 

he large number of foreig 

} the oil would be 
v issues which have 
: ontroversy 

ions of verv great importanc 

practical problems involved 

its largest oil industries. \lso involved 

upon commercial arrangements 11 


} 


ias been t » develop an arrangement ul de 


could be efficiently run: an arrangement which wor 


>to market Iranian oil: and one which wo 
economic, and political of both parties 


a dispute of this nature where em 
and political factors often outweigh t! 


lessening of t ion. TI 
settlement and will do so with ¢ 
howe ver. the solution Inust be brought 
whom have enormous stakes involved, 
The role of the United States has been extraordinarily 
directly a party to the controversy, we nevertheless hav 
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As a friend of both Great Britain and Iran, we have endeavored to be entirely 
neutral and objective in the advice which we have given, and our views have been by th 
stated in a frank ad straightforward manner. The United States has, in fact, Defen 
gone as far as it properly could in expressing its views to both parties and in urging In all 
upon them the necessity for an early settlement. em 
fully 
MUTUAL SECURITY AID TO SAUDI ARABIA Gover 
appro 

Aid to Saudi Arabia may be tabulated as follows: fiscal vear 1951, $91,000 obli- failure 
gated; fiscal year 1952, $463,000 allocated; fiscal year 1953, $700.000 proposed As res 
Although this technical assistance is an expression of friendliness, it is much more as we 
than that; it is an investment in the stability of a very important area of the hesita 
world. Inexchange for it, we expect an accelerated effort on the part of the Saudis ment. 
toward orderly development of their human and physical resources. It is to our In 
own interest that the country become a strengthened nation which can increasingly food ¢ 
be a stabilizing influence in a critical area. 1950 : 

It may be asked why the Saudis cannot simply ask us for experts and have u Unite 
send them a bill. We do not believe that such a procedure can be as successful meas 
as an integrated program under which we provide technical assistance for projects at ha 
which benefit both the Saudis and ourselves but which the Saudis, at this stage recely 
in their experience, would not be likely to initiate on their own. 

Saudi Arabia’s tenfold increase in revenues can be viewed as a problem which slavia 
needs a solution rather than as a reason for not contributing even a small part $6 mi 
to a program with mutual advantages. A generation ago, the country was a avails 
group of unfederated tribes in provinces loosely controlled by the Ottoman Empire ocat 
Today, as an independent nation, one of its greatest needs is the establishment MDA 
of a monetary and fiscal system adequate to provide for constructive and unwaste- inder 
ful use of these unprecedented revenues. It is to United States interest that ar stane 
effective financial system be introduced and it is to this end that a group of point had ¢ 
t fiscal experts is now at work with the Saudis. Four experts—in public finance, vas r 
banking, budget, and customs—are now in that country and a fifth is being re- thoug 
cruited. They represent an investment in a project which the Saudis might not stop 
have undertaken on their own and which if not undertaken might prove infinitely admit 
more costly to all concerned than the total of their salaries. avail: 

Another project under way—and, incidentally, the first point 4 project under- ong 
taken in any Arab country—concerns underground water resources. Three 
American geologists with a jeep and a small amount of specialized equipment are 
now working with the Saudis in the identification of underground water resources 
which are of vital importance in the life of desert people. Water is often a luxury 
in this oil rich country. Finding and properly utilizing it is essential to develop- 
ment of the country, though it is a task which, despite increased oi] revenues had 
not been undertaken on an over-all basis previous to the introduction of the point 
4 program. 

Demonstration projects in public health, and in agyYiculture, are expected to 
be underway by the end of the current fiscal year and an educational project 
vy thereafter. We view these as key projects which can obtain massive 

s for a relatively small outlay. They are being coordinated in the field by 

umuel Stratton, TCA country director, who is on leave from his post of 
pr sident of Middlebury College. We do not expect immediate spectacular 
results but we believe the program will give the Saudis a boost in developing their 
available resources, and becoming a stable force in the community of nations 

Senator Brewster referred to gold and silver exports. Gold and silver h: 
been produced in Saudi Arabia since 1939 by a concessionary company 

Arabian Mining Syndicate, incorporated in Bahama. The largest 
id bv the American Sm iting & Refinin PA. and the rest by Brit I 
firms, the Saudi Arabian Government and Saudi nationals. Pay 
vy the company to Saudi Arabia in dividends, royalties, and customs 
d $2,300,0 10 from the start of operations in 1939 to June 30, 1951 
tually all production, approximately $2,500,000 in ar 
It is reported that unless new deposits are discovered the firm will 


down within a vear. 


active year, Is export 
} 


have to ¢1 


ASSISTANCE TO YUGOSLAVIA 


I ; istance to Yugoslavia has been predicated not on any liking 
for or sympathy with the communist regime of Marshal Tito, but directly on 
our own national interests, as those have been explained to the Congress not only 
in the course of the present hearings, but in previous hearings (on the Yugoslay 


f 
Emergency Relief Assistance Act of 1950, for example) and in formal findings 





MUTUAL SECURITY ACT OF 1952 


by the President, duiy notified to the Congress, in conn 
Defense Assistance Act of 1949, as amended, and the Mut 
In all our relations with the Yugoslav regime, from the t 
tion to it following the last war to the present, the | 
fully clear to the American and Yugoslav peoples 
Government itself that our actions were and are no 
approval of the policies of the regime, its methods 
failure to implement the guaranties of personal 
As regards religious persecution, at the time of 
as well as on numerous other oceasions, the 
hesitated to express its concern regarding the 
ment 

In connection with Senator Brewster’s comment on 
food aid was extended to Yugoslavia, it will be reealled that w 
1950 assumed the proportions of a crisis it was considered ths 
United States was directly involved. Various avene 

‘asures to meet the situation in Yugoslavia wit! 

and within tl f those acts 

eceived congressional approval. The C 
such time as it could meet and pass upon 
SIAVIA, the °‘ stopgap” phas » of the food progr: 


$6 million of an already existing $15 million xport-I[n t Ba 


ie framework o 


available for the purchase of foodstut nillion of MDAP 
vated for assistance to Yugoslavia in accordance: w Cc 
MI DAA of 1949, as amended; and $12 
inder the authority contained in the 
stanees were unusual and were poss 
had granted appropriate emergeney an 
ré i the Congress during debate 
hough ample a as considered 
stopgap’’ program, . ngress whe 
administratively ady le to appropriate 
available by ECA, explanatior 
Congressional ‘or Wed 
| ‘ongress wit! 
‘evards the statement th: 


to Yugoslavia approx 


ited States to date 


tor 


from) MuUitarv SuUurpltise 
Yugoslav Emergeneyv Relief Assista 
MDAP food assistance milit: 
MDAP raw materials assis 


Mutual Security Program 


vrant assistance 


Export-Import Bank 
and August 1950 food, 
September 1949 
Mareh 1950 
August 1950 
tal loan assistance 
Total United States assistance (excluding 
to international organizations 


trivartite aid program, In 


1,000 4 
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AppENDIXx II Estimat 


d tm por ts from all so irces, United St ut 8, an l VS 1 financed for fiscal fea 
1951-52 and 1952-453 


SUMMARY: 14 PARTICIPATING COUNTRIES ! 


{In mill 
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Estimated imports from all sources, United States, and MSA financed for fiscal years 
1951-52 and 1952-53—Continued 


AUSTRIA 


[In millions of dollars 


| industrial imports 


dity imports 


96968 





808 MUTUAL SECURITY ACT OF 1952 


Estimated imports from all sources, United States, and MSA financed for fiscal year 
1951-52 and 1952-538—Continued : 


BELGIUM-LUXEMBURG 


{In millions of dollars] 
sess 


Fiscal year 1951-52 Fiseal year 1952-53 


} 


Commodity 
United MSA are United | MSA 
States | financed Total States | financed 


Total 


393.1 sf ‘ . * 58.7 
Bread grains... 

Fats and oils 

Sugar 

Ments. - ; 

Dairy products. 

Other foods 


Feed and fertilizer 


Coarse grains 
Protein feeds... 
Fertilizer 


Natural fibers 


Cotton 
Wool . 
Other fibers 


Tobacco < _ 
Other agricultural products 


Total food and agricultural imports 
Fuels. -- 


Solid fuels 


Petroleum and products-.--- 
Industrial raw materials............--.... 


Tron and steel 

Nonferrous ores and concentrates 
Aluminum 

Lead mene apni 
Other nonferrous metals. - 
Lumber 

Paper and pulp - 

Raw hides and skins 

Industrial chemicals. -_-. 


SC RDOomsON 
Sawn rn 


“Ibo 


Capital equipment 


Agricultural equipment. 
Industrial machinery and equipment 


Other manufactures and raw materials_--- 


Textiles 
Miscellaneous... 


Total industrial imports 


Total commodity imports 
Components for military end items_-- 


Total MSA defense support 
gram 


See footnotes at end of table, p. 820. 
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9 


Estimated imports from all sources, United States, and MSA financed for fiscal years 
1951-58 and 1952-53—Continued 


DENMARK 


{In millions of dollars] 


Fiscal year 1951-52 Fiseal year 1952-53 


Commodity | > - F ar Senos ee 


Trt Unite MSA | wm. United MSA 
Potal State financed Total States | financed 


Food 


Bread grains_. 
Fats and oils 
Other foods 


Feed and fertilizer_..-. 


Coarse grains-.-- 
Protein feeds 
Fertilizer 


Natural fibers 


Cotton 
W ool 
Other fibers 
Tobacco 
Other agricultural products- 


Total food and agricultural imports 


Solid Fuels ‘i 
Petroleum and products 
Industrial raw materials.--.- 
Iron and steel 
Aluminum 
Copper 
Lead 
Zinc. ... 
Other nonferrous metals 
Lumber — 
Paper and pulp 
Raw hides and skins 
Industrial chemicals... 


Capital equipment 


Agricultural equipment 
Industrial machinery and equipment 


Other manufactures and raw materials_- 


 ———— 
Miscellaneous 


Total industrial imports 


Total commodity imports 
Transportation 


Total MSA defense suppoit program 


See footnotes at end of table, p. 820. 
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Estimated imports from all sources, United State 8, and MSA financed for 
1951-52 and 1952-53—Continued 


fiscal years 


FRANCE 4 


{In millions of dollars] 


iseal year 1951-52 





MUTUAL SECURITY ACT OF 1952 
Estimated imports from all sources, [ nited States, and MSA finance: 
1951-52 and 1952-53—Continued 
GERMANY (FEDERAL REPUBLIC 


In mill 


Woo] 
Other fibers 


Tobacco 


Other agricultural product 


Total food and agricultural imports 


Raw hides and skins 


Industrial chemicals 


iltural equipment 
Industrial machinery and equipment 
q {Ul} 


Other manufactures and raw materials 


¢i] 


Textiles 
Miscellaneous 


Total industrial imports 


[otal commodity imports 
rransportation. 


Total MSA Defense Support Pro- 
gram 


See footnotes at end of table, p. 820. 
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Estimated imports from all sources, United States, and MSA financed for fiscal years 
1951-52 and 1952-53—Continued 


GREECE 


{In millions of dollars] 




















| Fiscal year 1951-52 | Fiscal year 1952-53 
Commodity | = 
United | MSA | unitea | MSA 
Total | States | financed | Total States | financed 
' 
Saiifeeineetpaieieanaiineeshatilepaeteginacd Mieegeciiadacbanatal Saeed ahaninnidanenaice Be Seca casa ceieadialidssine 
| | | | 
Food .-_.-. ss gareetio = 92.0 48.4) 59.7 | 89.5 | 47.8 38.1 
Bread grains..............__.- |} 302] 301] 391 | 398] 308] 25.0 
Fats and oils.. . a 5.4 3.4 | 3.4 
Sugar. eee etal Meo = 7.0 
Meats. _- ; ae et | 3.5 | a} 
Dairy products... .__- ee | 11.6 5.2 1.0 11.2 | 4.6 7 
Other foods yess ; 18.8 | 4.1 6.0 16.6 | 
Feed and fertilizer _. | 16.1] 1.7 ri) set 
Coarse grains i 1.7 LZ a 4 4 
Protein feeds : : 1, oe | 3 | | 
Fertilizer... _.- 7 14.1 |. } a=] 15.8 | 
Natural fibers____- Rad : ae 14.7 | —.8 | 15.2 | 
Cottmm......... es Ee | : I 
I sna gs a oe | 13.5 | | 14.2 . 
Other fibers......_._. as 1.2 | 1.0 
Other agricultural products. . 10.2 9 4 | 5 
Total food and agricultural imports 133.0 | 51.0} 60.0 | 48.7 38. 1 
<= — — — =F = —— = — 
a en i | 39.7 | 11.6 | ee 10.0 1.0 
Solid fuels. - - a | 5.0 | 3 | 2 4 
Petroleum and products. 34.7 11.3 8.6 | 10.0 1.0 
Industrial raw materials. -_-- 75.9 4.4 49 | ¢ cA 11 
—— - _ - = | —— Ee 
Iron and steel | 228] 1.6 | 1.6 19.4 1.6 
Nonferrous ores and concentrates | 1 | on | 
Aluminum 6 | ss 8 | 
Copper 7 ; | 1.4 i 1 1.9 | 1 l 
Zine 5 | 5 | 
Other nonferrous metals 1.7 | 1] 1 | v4 1 
Lumber | 17.6 | 2% 1 17.8 | 1 1 
Paper and pulp 12.3 | 4 | j 10.3 1 
Raw hides and skins | 3.9 | 1 | 5 3.3 | 1 
Industrial chemicals 15.0 | 2.0 1.7 | 14.0 1.0 
Capital equipment_.______- | 40.8 | 5.8 2.7 9.8 4.0 7 
Agricultural equipment 6.9 2.7 | 5 | 7.0 2.0 
Industrial machinery and equipment 33.9 | 3.1 2.2 | 32. 8 2.0 
Other manufactures and raw materials | 39.6 | 5.2 2.6 28.5 | 3.2 
iiaiasiaemeiliate siiinideanasa ste cactus wii iia 
Textiles on 12.4 | 6 | 12.4 6 
Miscellaneous os 27.2 | 4.6 | 2.6 | 16.1 | 2.6 
Total industrial imports - - 196.0 | 27.0 | 19.0 | 180.7 | 20.3 
| nee —— aeeeiens aan - \ - = i “ 
Total commodity imports 329.0 | 78.0] 79.0 | 312.0] 69.0 41.2 
Transportation 4 | 7.0 | { 
Total MSA defense support pro- | 
gram . . nists | | 86.0 : 45? 
Assistance via EPU | 96.0 ae 100 
— ee ee —— - a a | — en 
Bi ebiticanccenccinanes | 182.0 | al 145.2 
| 








See footnotes at end of table, p. 820. 
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Estimated imports from all sources, United States, and MSA financed for fiscal years 
1951-62 and 1952-53—Continued 


ICELAND 


{In millions of dollars] 


Fiscal year 1951-52 Fiscal year 1952-53 


Commodit ——— — sil 
, Total | United | MSA United MSA 
7 | States | financed ’ States | financed 





Food. -...-- 


Bread grains 
Fats and oils 
Sugar 

Other foods 


Feed and fertilizer. 


Coarse grains. - 
Fertilizer 


Tobaeco ‘ am 
Other agricultural products 


Total food and agricultural imports 
Fuels-.... 


Solid fuels 
Petroleum and products. - 


Industrial raw materials - . .- 
Iron and steel_.......- 
Aluminum... -. 
Copper 

Lumber. . - 
Paper and pulp 
Industrial chemicals - - 


Capital equipment 


Agricu!tural equipment 
Industrial machinery and equipment 


Other manufactures and raw materials 


Textiles 
Miscellaneous 


Total industrial imports--..-- 


Total commodity imports... 
Transportation ; 


Total MSA defense support pro- 
gram ae phiitaten eat 
Assistance via EPU 


Total 


See footnotes at end of table, p. 820. 
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Estimated imports from all sources, United States, and MSA financed for fiscal years Esti 
1951-52 and 1952-58—Continued 
ITALY (INCLUDING TRIESTE 


{In millions of dollars] 


Fiseal year 1951-52 Fiseal year 1952-53 
Commodity ee 7 7 
rh Unitec MS a United I< 
Total 4 ted _M a Total nited M A 
tates financed States financed 


Bread ¢ 121.8 42.5 5 137 10.5 I 
Fats and ¢ 52. 4 1 0 31 39.0 I 
Meat a 1 IS. { g 
D prod 13.4 1. ( 13. ¢ 1.0 M 
Ot! od Hi 118.8 ) l 27 
( 
Feed 1 fertiliz . 21.4 4 ) ( 8 

‘ Feed 

( S l 23. ( t 
] ed ” 1 ) 1 ( 
( : 11.9 1.4 1 13 1.2 


Cottor ” « 113.9 $9.4 ONT | 129.7 g 

Wo ] 2 169, 2 
Other fil c 16.0 6 15.4 a 
‘ 
} ) | 5 0 11.3 5.2 

Ot gricultural p icts A 68.5 8.2 = 1 73.3 g Toh 
Oth 

Total food and agricultural imports 920. 5 201.2 53. 7 991.1 246. 2 RQ 


Fuel 304. 2 144.4 45.7 356. 6 146.1 5. 0 
Fue 


Ss fue! 147.2 19.1 15.0 153.9 18.0 ( 
etroleu ind produ 157.0 95.3 30. 7 182. 7 98. 1 
Industrial raw iterials 409. 5 ee 12.8 414.4 45 { 


Ind 


l ‘ 2 31 l 
Nonferrous ores and concentrates 5.6 a 6.0 3 
4 ninun l l 
( per 44.9 41.9 2.5 52.8 19 » Oo 
Lead | 2.6 
Other nonferrous metals 7 17.2 4 19.2 f 
Lumber 14.4 ( 47.3 1.5 
Paper and pulp 91.0 10 83.9 3.1 
Raw hides and skins_-_. 22. 4 l ' 23. 1 l 
Industrial chemicals 48.3 21.9 5.2 48.4 21.7 
Capital equipment nd : 80. 6 12.6 10.8 89. 5 46.5 | a 


Agricultural equipment i) 1.9 6 3. 4 1.2 I Ca) 


Industrial machinery and equipment 76.1 40.7 10.2 86. 1 45.3 8 
Other manufactures and raw materials 176.9 35.6 9.5 179.8 40.0 3.9 
lextiles _ 3 - 26.5 26 26.6 2.5 Ot! 
Miscellaneous............- i 150. 4 33.0 9.5 153. 2 37.5 ) 
Total industrial imports 971.2 270.3 78.8 1, 020.3 277.9 51 
Total commodity imports ‘ 1, 891.7 471.5 132.5 2,011.4 524. 1 m0) 
Transportation 30.0 on 


otal MSA defense support pro- Tr 
Ee: Scien ; . 7 162.5 ae We 110.0 


See footnotes at end of table, p. 820. 
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Estimated imports from all sources, United States, and MSA financed for fiscal years 
1951-52 and 1952-53—Continued 


NETHERLANDS 


[In millions of dollars] 


Fiscal yea 


Other fiber 


Tobacco 


Other agricultural products 


Total food and agricultural imports 


and products 
Industrial raw materials-_-- 


Tron and steel 

Nonferrous ores and concentrates 

Aluminum 

Copper 

Lead 

Zine 

Other nonferrous metals 

Lumber 

Paper and pulp 

Raw bides and skins 

Industrial chemicals 
Capital equipment 


Agricultural equipment___- 
Industrial machinery and equipment. 


} 


Other manufactures and raw materials 


Textiles 
Miscellaneous 


Total industrial imports 


Total commodity imports. 
Transportation ; 


Total MSA _ defense-support pro- | 
gram oe oo — - 


See footnotes at end of table, p. 820. 
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Estimated imports from all sources, United States, and MSA financed for fiscal years 
1951-58 and 1952-68—Continued 


Commodity 


Food 





Bread grains 
Fats and oils 
ins 
Meats. _..- js 
Dairy products 

Other foods 


Feed and fertilizer _- 


Coarse grains. 
Protein feeds__- 
Fertilizer. ..__- 


Cotton 
Wool 
Other fibers 


Tobacco 
Other agricultural products 


Total food and agricultural imports 


Solid fuels. .......- ~ 
Petroleum and products. _- 


Iron and steel 
Nonferrous ores and concentrates 
Aluminum 

Copper... 

Lead... 

Zine... 

Other nonferrous metals 
Lumber ; 

Paper and pulp 

Raw hides and skins 
Industria] chemicals - - 


Capital equipment.... 


Agricultural equipment 
Industrial machinery and equipment 


Other manufactures and raw materials 


Textiles 
Miscellaneous 


Total industrial imports_ - 


Total commodity imports 

Transportation : 

Total MSA defense-support pro- 
gram __.__- ; 


See footnotes at end of table, p. 820. 


NORWAY 


[In millions of dollars] 


Fiseal year 1951-52 











Fiscal year 1952-53 




















United MSA United 
Total States | financed Total States 
95.6 16.0 105 0 | 18.8 | 
a penis icine eet ieieteeetiettetn siutemeeiines Ee 
30.5 | 12.1 | BS 33.7 | 13.5 
15.4 3.2 s 16.7 | 4.6 
} Re, } 5 3] 
| ‘ ‘ | oa 
$6.0 
a ~ = 
2 15.5 | 4 | 
20.7) 14.5] 6 | 
1.4 | 1.0 | 8 
6.2 | | 
24.5 6.1 | a 
6.0 | 6.0 6.5 | 6.5 | 
| 12.9 | 13.3 
| 5.6 1 5.6 2 
7.1 | 6.2 7.6 | 6.7 | 
12.8 9 17.4 | 9 | 
168.3 44.7 | 176.2 | 42.5 | 
io — = — —— = = = = 
68.6 22. 4 | 5.9 | 72.4 | 21.3 
18.4 8.9 | 19.8 | 9.0 | 
50. 2 13.5 | 5.9 52.6 | 12.3 | 
a = — = = 
| 184.9 14.3 1.3.4 206. 7 16.6 
Sh cesenctensestnaseestitionememsess omnes a = a 
108. 2 | 4.8 | rma 130.0 5.3 
13.6 | | 7 3.9 | 
| | | | 
| 3.5 | 9 5 2.6 | .9| 
3.1 ai 3.3 | 
‘ 
oil 3.5 3.8 | 
5.2 3 2 4.1 a 
15.5 2 | 14.6 | 
4.4 | 4.4 | 7 
27.9 8.1 ot 30.0 | 10.1 
228.1} 18.0 5.1 | 243.4] 23.8 | 
| 8.1 | 1.0 | Aa 8.4 8 | 
| 220.¢ | 17.¢ | 5.0 235.0 23.0 | 
225.1 15.6 1.4 240.8 | 20.8 | 
6! 72.4 9.7 | 
1.4 168. 4 | 11.1 | 
706 13.6 763.3 | 82.5 } 
| $75.0! 115.0] 13.6 940.0] 125.0 
bd nn 
15.0 u 





MSA 
financed 


Estimate 





Food. --- 


Breac¢ 
Fats | 
Othe 


Feed and 


Prote 
Ferti 


Natural | 


Cott 
Woo 
Othe 


‘Tobacco 
Other ag 


T 
Fuels. .. 


Soli 


Pet 
Industr 


Iror 
Nol 
Alu 
Cor 
Let 
Zin 
Lu 
Pa 
Ra 
In 


Capita 


Ag 
In 


Other 


MUTUAL SECURITY ACT OF 1952 817 


Estimated imports from all sources, United States, and MSA financed for fiscal years 
1951-52 and 1952-53—Continued 


PORTUGAL 


{In millions of dollars] 


Fiscal year 1951-52 Fiseal year 1952-53 


United | MSA | | United | MSA 
States | financed | 


Commodity 


Tota . 
Total States | financed 


Food - ; 2 34.3 | 8.6 2 


38. { 


Bread grains 
Fats ard oils. 
Other foods_-_-_-. 


Feed and fertilizer 


Protein feeds 
Fertilizer. 


Natural fibers_- 


Cotton_-. 
Wool 
Other fibers 


Tobacco : 
Other agricultural products. - 


Total food and agricultural imports 


Solid fuels sii 
Petroleum and products 


Industrial raw materials- - 


Iron and steel 

Nonferrous ores and concentrates 
Aluminum 

Copner 

Lead 

Zinc 

Lumber 

Paper and pulp 

Raw hides and skins 

Industrial chemicals 


Capital equipment-. 


Agricnltvral equipment 
Industrial machinery and equipment 


Other manufactures and raw materials 


Textiles 
Miscellaneous 


Total industrial imports. -- 


Total commodity imports 


See footnotes at end of table, p. 820. 
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Estimated imports from all sources, United States, and MSA financed for fiscal yea 
1951-52 and 1952-538—Continued Estimated 


TURKEY 





Fiseal year 1951-52 Fiseal year 1952-53 
Commodity ‘i 
otal ( ted MSA Total ed M 
, State financed ne s | fir 
I 1: Other foox 13.4 l 
Feed and fertilizer: Fertilize 2. 1 Food 
} 1 


Natural fibers. 9.9 Gt Bread 


Wool 91 5 


Ss Suguyr 
Other fibers s s Me 1 
ea 
Other agricultural product 3.0 5 3.9 { I : 
Other 
otal food and agricultural import 28. 4 1 1 
= ' 
Fuels: Petroleum and products 25.9 2 ? 0 23.4 
Cc ‘ 
Industrial raw mater 82.8 ( 9 RE ’ Pr 
Ky vil 
Iron j el 1.8 1. ¢ j 1.8 
Alt t 7 z f 
Copper 7 =" 
Le 1 + .4 Cott 
Zim l ol 2 I Wi 
Other nonferrous metal 3.8 ] 9 ! Othe 
Lumber 7.6 » } 8.7 6 
Paper and pulp 7.8 3 § 2 1 ie : 
Raw hides and skins , 9 3.9 “Hh 
Industrial chemicals 26. 4 1.0 lf 28.8 5.0 
. Lol 
Capital equipment 161.7 12.0 13.9 166.0 38.0 
Avricultural ¢ juipment 19.7 70 9.5 Hx), ( 7 0 
Industrial machinery and equipment 142.0 35.0 11.4 146. 0 31.0 l ) 
. re 
Other manufactures and raw materials 106, 2 1.7 1 111 ¢ 
Ty 
rextiles 18.8 7 19.8 7 ' 


Miscellaneous 87.4 4 1 91.7 5. 8 In 


. P N 
lotal industrial imports . 376.6 73. 5 18.8 393. 5 75.6 18.8 4 
{ 
Total commodity imports 4105. 0 74.0 18.8 125. 0 76.0 ISS Lea 
Transportation 1.2 
mr re oO 
Total MSA defense support pro- I 
gram 20.0 p 
Assistance via EPI 50.0 } 
: _ ° I 
rotal 70.0 () 


See footnotes at end of table, p. 820, A 
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Estimated imports from all sources, United States, and MSA financed for 
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MUTUAL SECURITY ACT OF 


1951-452 and 1952-538 
INITED KINGDOM 


{In millions of dollar 


® 7 123 2 
S l } ¢ 
LO ; 
621.0 2.1 
141.8 
9 r eC 
s.4 64. ( 
} 
( f 
\ 
6.9 ) 
10 ( 
¢ ‘ 
t 
( j 
t. 
; ¥ 
e i 
1s 7 
| oe ? 
yon 
X 
s v2 
{ 
f s 
’ ( 
t) t 
a t 
O38 
Hoo 12 ¢ 
} at. 
& HOF ( » My 


1952 


819 


fiscal years 


~ ' r 1 
anced 
30. 
ss 0.0 
14 
i 
iG 
) 
4 
4 
{3.8 
s 6. 
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Estimated imports from all sources, United States, and MSA financed for fiscal year 


1951-52 and 1952-538 
YUGOSLAVIA 8& 


{In millions of dollars] 


Fiscal year 1951-52 


Commodity ee as : 
nt United MSA . United MSA 
Total States | firanced Potal States | finance 
Food: Fats and oils : 2.1 2 
Feed and fertilizer: Fertilizer __- 5 
Natural fibers: Cotton 29. 64 9 
Total food and agricultural imports 32. 24 oF 
RN icin oa cca ied al eee mean inecrinkinn 20.4 9 
SS ees ae 12.2 13 
Petroleum and products -- 8.2 g | 
Industrial raw materials 14.3 18 
Tron and steel 8.5 12 
Aluminum fs on 
Paper ard pulp 8 
Raw hid»s and skins 2.0 
Industrial chemicals 2.3 
ae 1.7 2 
Agricultural equipment 1.0 l 
Industrial machinery and equipment 7 
Other manufactures and raw materials 4.6 
Textiles......- 2.3 2 
Miscellaneous _ - 2.3 1 
Total industrial imports -- 41.0 45 
Total commodity imports - - - 374.0 74.0 73. 24 351.0 80.0 7 
Transportation oe Fecceakeo f 
Total MSA defense support pro- 
gram a atbeiiicns 80. 24 g 


1 Plus Trieste (included with Italy). 


2 In some cases, MSA-financed commodity imports are minus primarily because procurement authori 


Fiscal year 1952-53 


tions outstanding as of June 30, 1951 were canceled or decreased after that date. and the adjustments exceed 
the total of actual or prospective issuance of procurement authorizations during fiscal year 1951-52. 
3 Includ»s $4,000,000 edvanced out of 1950-51 funds and obligated prior to June 30, 1951 
Includes France and DOT, 
Includes $10,000,000 advanced out of 1950-51 funds and oblizated prior to June 30, 1°51. 
Includes $14,300,000 advanced ort of 1950-41 funds and obligated prior to June 30, 1951. 
7 Includes $3,218,000 ad vanced out of 1950-51 funds and obligated prior to June 30, 1951. 
§ Data are not includ d in the summary table except for the entry of the total of the MSA defense support 
program for ./ugoslavia for fiscal years 1951-52 and 1952-53 


ae Ode 


4 
$ 
6 





MUTUAL SECURITY ACT OF 1952 


APPENDIX III 
MUTUAL SECURITY AGENCY 
RHONE RIVER DEVELOPMENT PROJECTS 


The work at present being carried out at various points along the Rhone River 
and its tributaries is part of general long-range river-development plan which 
will take many years to complete. The work was started in the 1930’s, was inter- 
rupted by the war, and was incorporated in the plan for modernization and equip- 
ment (the so-called Monnet plan) after liberation. 

The objectives of the Rhone River program are multiple. They include hydro- 
electric-power production, navigation, flood control, and agricultural development. 
The total plan is extremely ambitious, though undoubtedly economically justifi- 
able. However, individual components of the over-all plan can be completed as 
units and in themselves will serve to improve greatly the economic and military 
potential of the immediate area and of all France. 

The largest single project, which has attracted a great deal of attention, is the 
Genissiat Dam and hydroelectric-power station. It is located near Bellegarde in 
the Jura Mountains at the west end of Lake Geneva. It was under construction 
prior to the war, and by 1949 was producing about 900 million kilowatt-hours per 
year. Plans called for increasing the output of this installation by an additional 
600 million to 900 million kilowatt-hours per vear. 

Related projects further down the Rhone and on various tributaries are under- 
way at the present time. In view of the general limitations which the French 
Government has placed on investment during this period of rearmament, work on 
these sites is undoubtedly progressing at a lower rate than the French probably 
would hope for. 

There is at present no estimate possible for the total cost of the various Rhone 
River projects. A number of them are still under survey and have not been 
costed. The French have reported a total expenditure to date of the equivalent 
of $200 million. 

The United States Government, through the aid granted under the European 
recovery program, has generally supported the Rhone River development work. 
The French Government has used $3,250,000 of United States assistance to pur- 
chase in the United States necessary earth-moving equipment and spare parts. 
This equipment will, of course, be of use on work other than the Rhone project. 
In addition, the United States has agreed to the use of about $35 million worth of 
francs from French counterpart funds in support of projects in the Rhone valley. 
At the present time no further purchases through United States economic assist- 
ance for these projects are contemplated. Further, under the MSA legislation, it 
is anticipated that virtually all counterpart funds will be used directly for military 
purposes, which will deny the use of counterpart funds for these projects unless 
individual projects are directly associated with the military production and 
construction. 
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